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Rnssiaxi industry 

Fromnuclear subs 
to oil platforms 


Telecoms 


Page 3 



Breathing new 
j||| life into AT&T 

c?Bu Page is l \ 



Foreign policy 

US should soften 
stance on Iran 


Edward Morti m er, Page 14 
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WORLD MEWS 

Virgin Express 
set for $200m 
flotation in IIS 
and Belgium 

Virgin Express, the low-cost 
flirting based in Brussels and con- 
trolled by Richard Branson, is 
floating via a dual listing in the 
US awl Belgium, which is expec- 
ted to capitalise it at $200m. Vir- 
gin Express carries 2.5m. passen- 
gers a yearfran Brussels to 
seven destinations, including 
Borne, Barcelona and Nice. Page 
16; TidseC to fly, Page 23 

UBS contract ended: 

Massachusetts has ended the 
state’s $120,000-a-year contract 
with Union Bank of Switzerland, 
which has beenaccused of shred- 
ding Holocaust-related docu- 
ments. Page 5 

Italian rato cut unlHcoty: 

Chances cd a cut in Italian inter- 
est rates receded after Bank of 
Italy governor Antonio Fazio said 
economic conditions had still not 
paved the way for an easing of 
policy. Page 2 

German a e r ospa ce ptam 

Germany has identified three 
possible structures for an inte- 
grated European aerospace 
industry, based on the present 
Airbus consortium. Page 2 

UK discord over Emu: 

British employers and onion 
leader expressed dismay at the 
possibility that the government 
might rule out TIE participation 
in Emu for the present parlia- 
ment Page 9 

Soccer World Cup fears: 

UK home secretary Jack Straw 
called for co-operation between 
European police forces to ensure 
hooligans do pot wreck next sum- 
mer’s soccer World Cupfinalsin 
France. Page 9 

US warned ow Mato: 

Nat o secretary-general Javier 
Scdana warned the US not to use 
enlargement of the alliance as a 
pretext to put pressure on its cur- 
rent European members to raise 
defence spending. Page 2 

Bomos Aires hits IMF target 

Argentina hit IMF targets with a 
fiscal deficit for September of 
$279. im, bringing this year’s defi- 
cit to $2.84bn. Page 5 

Yugoslav ofeeUon crisis: 

Yugoslavia's political crisis deep- 
ened when Momir Bulatovic, a 
dose ally of president Slobodan 
Milosevic, refused to accept 
defeat in Sunday’s Montenegro 
presidential elections. Page 3 


llaimm cut* ownership limits: 

President Ramos of the Philip- 
pines has increased the foreign 
owne rship limit in local invest- 
ment houses from 40 to 60 per 
cent Page 6 

Wa tc h dog snaps at PnKtenttoh 

Prudential, UK’s biggest pe n si ons 
group, was sharply criticised by 
City of London watchdog the 
Securities and Investments Board 
for not clearing up pensions xcris- 
selling cases fast enough. Page 8 

Guyana bank sell-off: 

Guyana has completed the priva- 
tisation of its National Bank of 
Industry by gpning its remaining 
-stake to Republic Bank of Trini- 
dad arwi Tobago for $20m. Page 5 

ADB forecasts slowdown: 

Asian Development Bank fore- 
cast a sharp slowdown in south- 
east Asian Pag® 6 


BUSINESS HEWS 

BC Partners to 
spend $899m 
on buy-outs in 
UK and Europe 

BC Partners, one of the early 
entrants to the pan-European 
management buy-out market, has 
raised an Ecolbn ($899m) fund 
targeted at the UK and the Conti- 
nent The fund will be invested 
over a period of three to four 
years in between 10 and 15 com- 
panies. Page 16 

Swiss investors were offered the 
first asset-backed bond to be 
listed on their stock exchange as 
Credit Suisse First Boston 
brought a SFrlbn ($685m) issue 
to the market for Citibank of the 
US. Page 17 

HarTtsons & Crosflctd 

announced plans to return at 
least £359m to shareholders after 
selling its building materials and 
agriculture interests. The group 
intends to change its name to 
Semen tis and concentrate on 
speciality chemicals, where it is a 
world leader. Page 23; See Lex 

China Telecom, Hong Kong's 
biggest flotation, saw its shares 
dip to their issue price in unoffi- 
cial trading amid sharp falls in 
China-backed shares on the Hong 
Kong market Page 17; Asian 
clouds drift nearer HK, Page 6 I 

MHsn Hotels reported a jump io 
net profits from $54m to $94m for 
the thud quarter, aided by strong 
performance from the hotel side 
and the $2 bn all-stock acquisition 
of Bally Entertainment late last 
year. Page 22 

Shares in Endesa, Spam's 
biggest electricity group, sur- 
vived an early bout of selling 
after the state floated another 
tranche of its stake,- closing just 
above the offer price to mark a 
successful opening for Spain's 
biggest privatisation. Page 17; 

Lex. Page 16 

Basal, a leading European maker 
of car exhaust systems, is dou- 
bling US manufacturing capacity 
to challenge the dominance of 
the two main US producers, 

Arvin and Tenneco. Page 20 

Knippe (Bide & Thyssen 
Rheinstahl, a joint-venture of 
German engineering and con- 
struction companies, signed a 
contract with Thailand's Songkla 
Petroleum to design and build a 
$&2hn oil refinery and petro- 
chemical complex in southern 
Thailand. Page IS 

UK manu f ac turers are seeing 
export orders slide at their fast- 
est rate since the last recession, 
but the Confederation of British 
Industry fears skills shortages 
may yet demand higher interest 
rates. Page 9 

The US trade deficit climbed to 
$10.4bn in August, the highest in 
seven months. This year the defi- 
cit is running at an annual rate 
of $ll4hn, compared to last year's 
eight-year high of glllbn. Page 5 

Olivetti is expected to finalise in 
the next few weeks the sale of its 
Olsy information technology sub- 
sidiary to Wang Laboratories of 
the US in a deal that could be 
worth as much as $lbu. Page 17 

India's central bank cut interest 
rates by one percentage point 
and announced financial reforms 
in an effort to boost the country’s 
flagging economy. Page 6 


Emil COllld Group will take charge of $1 bn 

have positive < 

effect, says flp g 

US Treasury * gr^ ■ : 


By Gerard Baker 
in Washington 

The US economy and the world 
financial system have much to 
gain if European economic and 
monetary union is executed suc- 
cessfully after 1999, Lawrence 
Summers, the US deputy Trea- 
sury secretary said yesterday. 

In remarks that conveyed an 
upbeat message from the US 
administration to European gov- 
ernments preparing for Emu, Mr 
Summers, the architect of much 
of the US's global economic pol- 
icy. played down previous con- 
cerns expressed by US officials. 
They were worried that Emu 
would present economic prob- 
lems for Europe that could spill 
over to the rest of the world. 

“The magnitude of the change 
involved is cause for concern 
that something could go wrong, 
but not reason to believe some- 
thing will go wrong." Mr Sum- 
mers told a Senate budget com- 
mittee hearing on the 
implications of Emu. 

Describing the start of mone- 
tary onion on January 1 1999 as 
“the biggest change in the inter- 
national monetary system since 
the breakdown of the Bretton 
Woods system in the early 1970s”, 
Mr Summers said: “If Emu works 
for Europe it will work for the 
United States. The more the sin- 
gle currency helps Europe 
develop a robust and healthy 
economy that is open to world 
markets, the more welcome the 
project will be.” 

His remarks reflect the belated 
realisation by US officials that 
Emu is a near-certalnty and that 
the US will soon be dealing with 
a new form of economic govern- 
ment in Europe. 

Mr Summers said Emu raised 
issues about the role of the 


Group of Seven leading industria- 
lised countries, and about 
Europe's participation in other 
international organisations. “We 
look forward to engaging with 
the EU on these matters next 
year after the selection of the 
first members," he said. 

Senior US government officials 
have privately expressed doubts 
about whether Emu would, and 
should, proceed as planned. They 
have noted the possibility that 
the pressure of irrevocably fixed 
exchange rates might lead to eco- 
nomic dislocations throughout 
the Emu bloc. Earlier this year. 
Mr Summers warned European 
governments that radical struc- 
tural change would be necessary 
to ensure Emu worked. 

But. although he repeated this 
caution yesterday, he said it was 
“encouraging to hear voices 
across the European political 
spectrum acknowledge that Emu 
requires structural reforms, and 
that Emu should push policies in 
that direction”. 

The US was not threatened by 
the prospect of a successful Emu, ; 
Mr Summers added. Senator Bill 
Frist, a Republican member of : 
the committee, voiced wide- 
spread concern that a strong euro 
would produce a global shift in 
the currency allocations of inves- 
tors and oentral banks away from 
US dollars, potentially forcing 
increases in US interest rates. 

But Mr Summers said he was 
confident the dollar would 
remain the number one world 
reserve currency. The euro would 
take time to establish its credibil- 
ity among investors, and, even 
when it did. the liquidity of US 
capital markets ensured that the 
dollar would remain the currency 
of choice. 

Personal View, Page 14 



ABB chief executive Gdran Lindahl at a news conference in Zurich yesterday. He described the job cuts 
as an ‘aggressive response to the Asian currency turmoil'. picture. Renton 


ABB plans to cut 10,000 jobs 
as Asian problems hit home 


Citicorp cuts jobs and 
takes $889m charge 


By John Authors in New York 

Citicorp, the US-based global 
bank, is taking a charge of $889m 
| against third-quarter earnings 
and cutting its workforce by 
about 8 per cent in an effort to 
replace regional or national 
structures with global operations 
and to cut costs. 

The moves, announced yester- 
day, are the latest in a series by 
John Reed, chief executive, to 
reposition the bank as a global 
consumer branded company. The 
moves had been expected but the 
scale of the charge was higher 
than most forecasts. Citicorp 
shares gained strongly in morn- 
ing trading, up $5 at $143%. 

About 9,000 of the 90,000 posi- 
tions in Citicorp’s global organi- 
sations win be shed within the 
next 12 to 18 months, although 
1,500 will be created by reorgani- 
sation. 

The bank is to consolidate its 
operating systems into one global 
system. Some technological func- 


tions will be out-sourced, while 
its front-end distribution systems 
will be improved. 

Earnings for the quarter, 
before the charge was taken into 
account, were $1.067bn. an 
increase of 14 per cent on the 
$935m in the same quarter last 
year. Share repurchases meant 
that earnings per share were 
$2.19, up IS per cent, before the 
charge. 

Mr Reed said the charge 
reflected “continued pressure on 
our margins and pricing and an 
increasingly competitive environ- 
ment in virtually all our mar- 
kets". He added: “We are 
responding to these conditions, 
which are not going away, by giv- 
ing central attention to quality, 
and by realigning our business i 
and processing structures to give 
them a global configuration." 

The charge includes $496m for 
staff severance, while $393m will 
cover writedowns on equipment 


By Wiliam Hall in Zurich and 
Stefan Wagstyt in London 

ABB. the international electrical 
engineering group, plans to cut 
10,000 jobs in western Europe and 
tiie US and take a near $lbn 
charge to cover the costs of 
restructuring its operations, 
which have been hit by the eco- 
nomic problems in south-east 
Asia. 

Gdran Lindahl, chief executive, 
described the job cuts, equal to 
about 8 per cent of the workforce 
in the countries affected, as an 
“aggressive response to the Asian 
currency turmoil". He said many 
of the cutbacks would have been 
taken over the next three to four 
years but he had derided to bring 
them forward to “accelerate 
ABB's local expansion in Asia 
and further improve the produc- 
tivity of its western operations”. 

ABB has been one of the lead- 
ing companies exploiting the 
emerging markets of south-east 
Asia and Its fortunes are increas- 
ingly tied to the prosperity of a 


region which supplied a quarter 
of its $36bn order book last year. 
It suffered a serious setback in 
September when the Malaysian 
government postponed the 
Bakun dam project, which at 
$5bn was the biggest contract in 
ABB's history. 

The company's move is the lat- 
est in a wave of job cuts which 
have swept Europe as companies 
have responded to competitive 
pressures. 

It was the third announcement 
this week of cute in European 
engineering. On Tuesday, 
Adtranz, the rail transport joint 
venture between ABB and 
Daimler-Benz of Germany, 
announced 3,600 job c uts in Ger- 
many and Italy. SKF, the Swed- 
ish rolling bearing maker, 
announced the loss of 2,000 jobs, 
nearly 5 per cent of its workforce. 

Other groups which have 
announced substantial job cuts 
this year include Siemens, the 
German electrical engineering 
group, Electrolux, the Swedish 
household appliances company. 


Peugeot and Renault, the French 
carmakers, and Michelin, the 
tyre group. 

ABB will take an $850m charge 
in its fourth quarter to cover the 
restructuring, which will affect 
its operations throughout Europe 
as well as in the US. The com- 
pany warned that even before the 
charge its 1997 net income would 
be “somewhat lower” than last 
year's $l-2bn. 

ABB is taking a $100m charge 
to cover the delay of the Bakun 
project and another $100m to 
cover its share of the restructur- 
ing costs of Adtranz. ABB shares 
fell SFr50 to SFr2,120 yesterday. 

ABB employs nearly 140.000 
people in western Europe and 
north America, or more than four 
times as many as in Asia. Mr 
Lindahl said the Asian economic 
problems have reduced consumer 
spending and put pressure on 
products imported from higher- 
cost countries in Europe and 
north America. 

Swinging the axe. Page 20 
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Bank dashes Italian rate cut hopes 


By James Blitz In Rome 


The prospect of an immediate cut 
in Italian short-term interest rates 
dwindled yesterday aits' the gover- 
nor of the Bank of Italy said eco- 
nomic conditions had still not 
paved the way for an easing of 
monetary policy. 

Although Italian consumer price 
inflation figures for October looked 
set to be slightly Iowa* than mar- 
ket analysts had been expecting, 
Antonio Fazio, the bank’s gover- 
nor, told a parliamentary commis- 
sicn that he could not agree with 


Claims that the way was now dear 
to ease policy. 

Appealing at a meeting of the 
Italian parliament’s commission 
into the 1898 budget, Mr Fazio was 
asked whether the country had 
now entered a period of monetary 
stability and low inflation. 

“I disagree," he replied. “In a 
country that has had high inflation 
for 25 years, you cannot say that 
you have entered a period of stabil- 
ity and low inflation after a few 
months.” 

Mr Fazio - who has kept Italian 
rates at (xnnparatively high levels 


in the run-up to Italy’s s i ngl e cur- 
rency bid - also appeared to criti- 
cise the government’s recent 
attempts to reduce spending on 
pensions in the 199 8 budget. 

He said Romano Prodi, the prime 
minister, still had to set out “in 
concrete terms" precisely what the 
final redactions in pensions spend- 
ing would amount to. He said cur- 
rent pensions reductions under dis- 
cussion - around L4JXX)bn (pahn) 
for 1998 - were “inferior" to draft 
proposals set out by the govern- 
ment earlier this year. 

“What is necessary is a range of 


mtft that have a durable impact on 
the public finances” Mr Fazio told 
the commission, adding that it was 
"essential over time" to reduce the 
proportion of gross domestic prod- 
uct taken 19 by pensions spending 
Italian overnight rates were yes- 
terday trading at around 6£l per 
cent following Mr Fazio’s com- 
ments, against a German repo rate 
of M per cent His views an both 
pensions and inflation were imme- 
diately interpreted by market ana- 
lysts as a si gn that he would not 
reduce Italian interest before the 
and of the year. 


Tietmeyer 
warns on 
deals over 


EMU 

members 


By Andrew Fisher 
hi F rankfurt 


FINANCIAL TIMES 

Pub&bcd by The Financial Times (Europe) 
GmbH. Nffidnngeqiluz 3, 60318 Frank- 


run am Main, Germany. Tefepbooe ++49 
69 IS6 SSO. Fax ++49 69 SM 4481. Repre- 
sented in Frankfort by J. Walter Brand. 
W ilhelm J. Bemad, Co&n A. Kenraud as 


GeactdAsfiihrer and in London by David 
CM. Bell, Pimitimm. and Aha C Mite. 
Danny OaimiMi The dwehatder of the 
Financial Times (Europe) GmbH b Pear- 
son Overseas Holdings Limited, 3 Bating- 
ton Gardens, London, wix 1LE. 
Shareholder of this co mpan y is Pearson 
pic, regained at the same addmm 

GERMANY: 

Respuusbb for Advertising content Cob 
A Krmwr d Printer H&mya talemaiwanl 

VerfajBgesaUadaA mbH, Admiral-Riws- 
dahi-Scraaeja, 63263 Neu Iseobntf; ISSN 
0174 1363. Responsible Editor: Richard 
Lambert, do Tlie RnandaJ Time* Lambed. 
Number Oar Soath*aik Badge, London 
SEI9KL 

FRANCE . „ „ 

Publishing Director P. Manila, 42 Run 
La Boetie, 75008 PARIS. B&m* (MJ 
5376 8254, Fax (013 5376 8253. Praam: 
SA Not'd Eclair, 13121 R« da Qm 
F- 591O0 Roubaix CWe* I. Eton R^hM* 
Lambert. ISSN I I4S-2753. Conumssjoa 
Pariuure No 67808D. 

SWEDEN: 

Rapoasbie PW&iw: Hugh Cunaf 
6|g 6081 Pnnlen AB Kwltafctongai 
Expressen, PO Box 6007, S-JM <*. 

■KnlwP®! . 

© The Financial "nines L ima w l” 7 ; 
Mton Richard Lambert. do The w™ 
Tune* Limited. Number One Son*™* 
Bridge London SEJ 9HL. 

R 




Hans Tietmeyer, president 
of the Bundesbank, warned 
yesterday that political com- 
promise in the choice of 
members of European mone- 
tary union could lead to 
higher interest rates in the 
euro area. 

He added that such a 
development could harm the 
economies of the countries 
that signed up to Emu. 

Any compromises which 
jeopardised financial stabil- 
ity could also lead investors 
to move funds to other 
financial centres and cur- 
rencies, he said. 

The decision on Emu 
membership is due next 
May. Mr Tietmeyer said that 
a credible choice of partici- 
pants - based only on 
proven and continued prog- 
ress towards meeting the 
convergence criteria set out 
in the Maastricht treaty - 
would be respected by finan- 
cial markets. 

This would ease the task 
of fixing bilateral conver- 
sion rates between member 
countries. 

Mr Tietmeyer said he was 
convinced that the euro 
could follow in the footsteps 
of the D-Mark as a world- 
wide investment and reserve 
currency, extending the role 
of the Goman currency. 

"But international accep- 
tance cannot be decreed,” he 
said. This would depend on 
confidence in the policies of 
the future European Central 
Bank (ECB) and continued 
economic and political har- 
mony in Europe, 

Mr Tietmeyer added that 
governments* efforts to 
co-operate in combating 
structural problems such as 
unemployment should not 
lead to Interference with the 
independence . of the ECB. 
Last week, France and Ger- 
many agreed that Emu 
countries should co-ordinate 
economic policy through an 
informal body that pre- 
served the ECB’s indepen- 
dence. 

“Whoever encroaches on 
the independence of the ECB 
endangers the international 
reputation of the euro,” he 
asserted. “Confidence in the 
fixture stability of the euro 
in financial markets would 
decline, with negative conse- 
quences for Interest rates 
and the external value of 
the euro.” 

Mr Tietmeyer said central 
banks would have to follow 
“a credible policy of stabil- 
ity” to help build confidence 
in the euro in the run-up to 
Emu. Inflation mast be dealt 
with in good time to avoid 
burdening the euro. i 

He said the latest rise in 
the Bundesbank, securities 
repurchase (repo) rate Gram 1 
3 per cent to 3.3 per cent I 
had to be seen in this con- 
text Further moves would 
depend on how markets and 
economic date developed. 



Focus of Nato enlargement 
debate shifting to money 


Solana warns 


US not to push 
allies on finance 


By David Buchan, 
Diplomatic Editor 
in Bmaaclo 


Overboard: Demonstrators throw a dummy into the Seine where Algerians were killed by 
police in 1961. Activists claim 200-300 were killed although the official count is three nun 


Papon trial triggers 


Gaullist era probe 


By Robert Graham in Parts 


The war crimes trial of 
Maurice Papon, the former 
Vichy official, is threatening 
to turn into a forum not just 
for investigating the behav- 
iour of French civil servants 
but for questioning the hal- 
lowed reputation of Charles 
. de Gaulle. 

The prospect of scrutinis- 
ing de Gaulle’s wartime 
activities and his post-war 
presidency ha9 sharply 
raised the political tempera- 
ture surrounding the 12 day- 
old trial in Bordeaux. 

The most inflammatory 
comments have come from 
Jean-Marie Le Pan, leader of 
the far-right National Front, 
who observed: "It was more 
comfortable to resist [the 
Germans] from London than 
in Paris.” 

By denigrating de Gaulle, 
who operated the headquar- 
ters of the French Resistance 
from London, and exposing 
France’s long-standing ambi- 
guity towards the collabora- 
tionist Vichy government, 
he hopes to attract support- 
ers away from the centre- 
right heirs to the Gaullist 
tradition. A weakening of 
the Gaullist image serves the 


interests of the current 
Socialist-led government and 
tiie left in general. 

Early on in the trial, atten- 
tion shifted to Mr Papon's 
role as Paris police chief dur- 
ing the latter stages of the 
Algerian war of indepen- 
dence, when de Gaulle was 
president of France. 

Mr Papon was reminded of 
the savage repression of an 
Algerian demonstration in 
Paris on October 16, 1961. 
The official death toll was 
three dead in one of the 
most controversial incidents 
on French soil daring the 
bitter Algerian struggle. 

Algerian groups and oppo- 
sition politicians alleged at 
the outset that between 200 
and 300 people had died, and 
that some bodies were found 
floating in the Seine. 

No sooner had the matter 
been raised In court - emo- 
tively, on the 36th anniver- 
sary - than Catherine Traut- 
m ann , the culture and 
info rma tion minister, prom- 
ised to open the state 
archives for 1961. If all the 
evidence is examined, 
embarrassing information 
could come to light of 
alleged official complicity in 
a cover-up. 


Philippe Seguln, leader of 
the Gaullist party, has 
fumed against what he 

regards as the manip ulation 
of the case against Mr 
Papon, who is accused as a 
Vichy official of helping to 
organise the deportation of 
over 1,500 Jews from the 
Bordeaux area during the 
German occupation. 

Mr S6guzn had an open let- 
ter published yesterday in 
Le Figaro, entitled “Enough! 
Enough? Enough!”. He com- 
plained the trial bad became 
a pretext “for two indict- 
ments - that of Gen de 
Gaulle and Gaullism, and of 
France”. 

Lionel Jospin, the Socialist 
prime minister, felt obliged 
to intervene yesterday to 
calm passions. Addressing 
parliament, he insisted that 
the Papon trial concerned a 
single man - not an era. Nor 
should it be directed against 
de Gaulle or undermine 
France’s self-esteem. 

However, the govern- 
ment's decision to open the 
archives is likely to compli- 
cate matters, and jurists 
may question whether it is 
just for Mr Papon, accused of 
crimes committed two 
decades earlier. 


Nato’s secretary -general, 
Javier Solana, cautioned the 
US yesterday not to use 
enlargement of the alliance 
as a pretext to put pressure 
on its current European 
members to raise their 
defence spending. 

“We have to distinguish 
very clearly between what 
Nato needs for the Zlst cen- 
tury and what are the needs 
for Nato for enlargement,” 
Mr Solana said. 

He said that to add a con- 
troversy about general Nato 
modernisation to the 
enlargement issue “could 

malm a ti wmmrtniia mess” Of 

the debate over ratifying the 
admission of the Czech 
Republic, Hungary and 
Poland into the alliance. 

Now that the three coun- 
tries have virtually com- 
pleted negotiations on politi- 
cal and legal aspects of 
joining Nato, the issue of 
alliance enlargement 
appears to turn almost 
entirely an money. 

Next month Nato is due to 
finish jts report on the direct 
costs of linking the three 
central European countries 
to the alliance command, 
communications and air 
defence network. Nato has 
agreed not to station outside 
I forces in the new members. 

The report is expected to 
put direct costs at $4hn-$Sbn 
over 10 years. The three new 
members would only pay 4 
per cent of the totaL 

But recent government 
and academic studies in the 
US have produced far higher 
estimates of the cost of 
enlargement, partly by 
including the need for exist- 
ing Nato members, mainly 
in Europe, to improve their 
capacity to rush reinforce- 
ments to Nato's new mem- 
bers in a crisis. A recent 
Pentagon report put total 
enlargement costs at $27bn- 
35bn over 10-13 years. 

Mr Solana called such 
reports “misleading”. Nato 


has long been poised to rein- 
force distant terrain in Nor- 
way and Turkey, The organi- 
sation's staff are con fi de n t 
that existing strategy and 
resources can cope with 
extending Nato defence fur- 
ther eastwards. 

The Nato secretary-general 
said the Europeans had “in 
general terms met” 1992 
commitments to make their 
forces more mobile. But US 
officials queried this, point- 
ing to the lack of fuel tank- 
ers, trucks and mobile hospi- 
tals in. for instance, the 
Germany army. “It is one 
thing to say there are no 
extra requirements arising 
from enlargement, it is quite 
another to claim that all 
countries are meeting their 
existing requirements,” said 
one US offloaL 

Nato officials are, how- 
ever, equally critical of com- 
ments by President Jaoques 
Chirac of France and Mr 
Volker RQhe of Germany 
that their countries intended 
to pay no extra for enlarge- 
ment. at a time when the VS 
Senate is already suspicious 
of Europeans dodging their 
obligations. 

Mr Solana said he hoped 
Nato's debates over enlarge- 
ment and its future role in 
Bosnia would be kept sepa- 
rate in substance and tim- 
ing. There is growing confi- 
dence at Nato headquarters 
that the US will agree to 
keep some troops on the 
ground in Bosnia beyond the 
planned disbanding of the 
Stabilisation Force (Sfor) 
next June. 

But there is also anxiety 
about getting some US com- 
mitment nailed down soon. 
"It is very difficult to ana- 
lyse now what will happen 
in 1998,” said Mr Solana, 
"bnt for the international 
community to abandon the 
Dayton peace process and 
accept partition would be a 
catastrophe”. 

• Lieutenant General Vik- 
tor Zavarzin was yesterday 
appointed as Russia’s first 
military representative to 
Nato. 


Lammert files Airbus flight plan 


Germans push towards an integrated European air industry, writes Peter Norman 


T he German govern- 
ment has identified 
three possible struc- 
tures for an integrated Euro- 
pean . aerospace industry 
based on the present Airbus 
consortium. It also wants 
agreement on future joint 
development and manufac- 
ture of military aircraft to be 
part of a planned accord on 
reshaping the industry. 

In an interview with the 
Financial Times, Norbert 
Lammert. German govern- 
ment coordinator for aero- 
space affairs, said Bonn 
expects the French govern- 
ment, owner of Aerospatiale, 
one of the Airbus partners, 
will have a stake in the 
industry “for the foreseeable 
future”. 

There would, however, be 
no dominant state influence 
over the four-nation Airbus 
consortium after it becomes 
a limited company by 1999. 
State and private sharehold- 
ers “will have precisely the 
same rights", he said. “Also, 
the French state share in 
such a European company 
would necessarily be a 
minority stake, just as would 
those of Dasa (Daimler Benz 
Aerospace of Germany) and 
British Aerospace,” the 
other main Airbus partners, 
in the private sector. 

Mr Lammert a state secre- 
tary in the transport minis- 
try, insisted the German 
government does "not have 
the ambition to do industry's 
job and define appropriate 
corporate structures for the 
industry. That would be a 
step backwards from what 
has happened in Germany 


and the UK: namely to 
reduce state dominance and 
create an entrepreneurial 
approach in a sector that is 
subject to strong political 
influence.” 

But Helmut Kohl, the Ger- 
man chancellor, is taking a 
keen interest in the creation 
of an integrated European 
industry to compete with the 
merged Boeing and McDon- 
nell Douglas of the US. The 
issue was prominent in bilat- 
eral discussions between 
Germany and France on 
August 28 In Bonn and last 
month in Weimar, and has 
since been carried further in 
Bonn, Paris and London. 

Mr Lammert believes 
these talks will lead to a 
“broad and relatively con- 
crete political agreement, 
especially between Germany. 
France and the UK, which 
would make dear that we 
want a viable, competitive 
European aerospace indus- 
try and want this to be a 
joint venture.” It would dem- 
onstrate that more is 
required than enhanced 
co-operation among Euro- 
pean aerospace companies. 

"One can imag ine various 
structures for the Industry,” 
Mr Lammert said. "One 
would be an Airbus-plus 
solution in which there 
would be a new integrated 
Airbus system which would 
include additional activities. 
Another option would be the 
complete merger of the three 
big companies that are part- 
ners in Airbus, but exclu- 
ding certain activities, such 
as engine malting or possibly 
regional aircraft 



Model of the future: An impression of Airbus’s planned A3XX 


“Another possible solution 
would be that the Airbus 
partners create a holding 
company in which they 
would have stakes roughly 
corresponding to their exist- 
ing stakes in the project 
Operating companies would 
then be set up under the 
holding company for narrow 
bodies, wide bodies, for the 
A3 XX, which I consider an 
urgent priority, perhaps for 
military transport and for 
satellite activities. 

"Such an arrangement 
would allow us to secure the 
future of the European 
industry while opening up 
certain operational areas for 
partners in Europe, such as 
the Italian and Swedish 
manufacturers, and else- 
where". Potential partners 
could include companies in 
China. Russia or the US. 

There have been sugges- 
tions of a link between an 
integrated European indus- 
try and Lockheed of the US 
following Lockheed's aban- 


donment of its own civil air- 
craft production and in the 
light of Airbus's plans to 
build the A3XX rival to Boe- 
ing’s 747 jumbo Jet 


M r Lammert does 
not consider the 
restructuring of 
the European aerospace 
industry to be a “rejection” 
Qf t ransatlan tic cooperation. 
“Rather, 2 see it as a neces- 
sary condition for coopera- 
tion with US producers in 
the sense of cooperation 
among equals on joint pro- 
jects. The European industry 
has not had this opportunity 
up to now. Instead, Europe's 
role has been as a subcon- 
tractor in US projects.” 

The German government 
also wants Integration in the 
military sector. "I see agree- 
ment on the future joint 
development and manufac- 
ture of military aircraft as 
part of the accord on integ- 
rating the industry," Mr 
Lammert said. “This is nec- 


essary because otherwise 
there would be speculation 
about a de-coupling of civil 
and military activities. Joint 
military aircraft projects 
would come later. 

“Both in helicopters 
combat aircraft, we have far 
greater capacity than the US 
and yet only a fraction of 
their market” Europe will 
be unable to have the luxury 
of producing three rival air- 
craft (the four-nation Euro- 
fighter, the French Raphael 
and the Swedish Qripen) in 
the future. This Is “a luxury 
which not even the US can 
afford". 

Mr Lammert was optimis- 
tic that the European aero- 
space industry will come 
together. 

But the industry must act 
soon. “If Europe does not 
have a new structure for the 
industry by the end of the 
20th century, it will have no 
relevant aerospace industry 
in the 21st cent ury" , he 
warned. 


NEWS DIGEST 


Preliminary consumer price 
inflation figures for a range cfBal- 
ian cities last night appeared to 
undermine Mr Fazio's concerns on 
Inflation. The figures - which 
cover the first hatch of Itelian 
cities covered by 
monthly surrey - 
consumer prices could rise 
annualised 1-4 per cent in Septem- 
ber to around L6 per cent or L7 per 

cent in October. 

Economists had been predicting 
that the final figure would lamp to 
between 1.8 per cent and L9 per 
cent this month. 


Yeltsin sees 


motion dropped 


Russia’s 


MrlShad 

commission of mzmsters and MPs- 

istsssss s&Sss sss,-- 

ministers, and trade union representatives- . - . ■ 

motion completely rather than baw It 


the no-confidence motion v 

banging over their heads- John Thomhm, Btascom 


SHIPPING 


Italy ordered to repay aid 

The European Commission has Orde 5^ d .*f i ? t ^^ to _ fl i’ 
government to repay more than L12bn ste te aid 

granted to toe shipping sector in Sardinia because it was. 

in breach of European Union aid rules. ... 

Brussels objected to the terms of the sch^part^<® 
the grounds that It was discriminatory - ship operators . 
were eligible for aid only if they employed^ Sardinian 
seafarers - and partly because It was .conditional on 

operators having their head office in Sardinia. - 

Unnotrfled state aid to a Spanish textiles producer win 
also be subject to a Commission probe. 

Brussels has received a complaint from a competitor m 
the viscose fibres sector that SNIACEin Cantahm^e 
kent going artificially through a series of rescheduled 
jjgbts. Emma Tucker. Strasbourg 


TURKEY 


filler’s husband charged 


A Turkish prosecutor said yesterday he bad charged the 
husband of the former prime minister, Tansu (Siler . with 
altering documents about the family’s holdings in the US. 

Ozer Ciller is accused of changing figures on balance 
shftfttc of a management company the family owns in New 
Hampshire. The GCD corporation, based in Salem, 
oversees their real estate holdings in the state, which 
i inrfrnrip a hotel, a mall and several houses. The 

prosecutor, MetinOhnez, said the figures had been . . .. 

lowered to mate it look as if the company was maki ng 
less money than it actually was. He did not give the 
| figures. Mrs UlHer dismissed the accusation as “a 
defamation campaign”. 

The charge of altering official documents carries a 
maximum sentence of eight years and six months in .. 
prison, the prosecutor said. Mrs Qfller, a US-educated 
economist, served as Turkey’s prime minister from 1993 
to 1996. • AP. Ankara 


DANISH NURSING HOME DEATHS 


Assistant accused of murder 


A 33-year-old assistant at a private Copenhagen nursing 
home was accused yesterday of the murder of 22 elderly 
patientsulS women and seven men, by. substituting 
pain-killing drugs tor their normal medicine. 

At fl-prplbnlnjny grominatinn in COOTt the Woman, who 

was also accused of the theft of DKi620,000 ($92,000) from 
patients, denied all the charges. A magistrate later 
released her, indicating that the accusations were not yet 
folly substantiated. 

A woman doctor, aged 50, who supervises the home, 
was also charged .with manslaughter and aggravated 
neglect of her duties. The court banned the publication of 
the names of the two women and the nursing home, as is 
normal Danish court practice Police said that they bad 
investigated a total of 64 deaths at the home between 
August 199& and M arch 1997, when the nursing assistant 
was dismissed. Hilary Barnes. Copenhagen 


SATELLITES 


Europe ‘may go it alone’ 


Europe may develop the next generation of 
co mmuni cations satellites on its own if it is unable to 
strike a deal with the US or other inter national partners, 
Neil Kinnock. European transport commissioner, said 
yesterday. 

The satellites, used to control increasingly sophisticated 
in-ca r navigation systems, will be needed to replace the 
current generation of military satellites operated by the 
US and Russia, he told the Fourth World Congress on 
Tn te lii g gpt Transport Systems. 

"My prefermce would be to develop a single global 
system with our international partners," Mr Kinnock 
said. “But that course could only be followed if there were 
genuine collective control over the system, firm 
guarantees that the service could not be withdrawn under 
any circumstances and an opportunity for European 

ITVllid nr tn ivmmafn mil - . « .. v 


Efe said a EimcpMu designed system would be designed 

' to compatible with any other, however. The world 
marketfor satellite navigation and positioning systems 
coffid be worth $50hn within seven years, Mr Kinnock 
S5UtL Charles Batchelor, Berlin 
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Tariff probe nearing end 

SSSiSS 10 ” 1 n 22 atry *** w^srday flat Its 
OTmpe^a commissioi 1 would decide in the next few 

three companies are due to present - 

SSSteSS? 1 " Th 2^ commissio11 will decide whether ' 
? ev Hf that merits presenting aesmtathtr 
court,” an^istry spokeaman \ 

domtettc competitors snnultaneously to raisepricesJ^ : 
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NEWS: EUROPE 


Russian shipyard finds 
new ways to keep afloat 

The Amur plant at Bolshoi Kamen has seen domestic orders dwindle 
and is banking on civilian work for its survival, writes John Thornhill 


I magine bfeing the head of 
a prestigious military 
plant who sees his 
domestic market collapse 
overnight, who has no I fo k s 
with the outside world nor 
any inkling how a capitalist 
economy works, and yet 
remains responsible for 
20,000 workers in a far-flung 
Russian town. . 

Such was the Cate that 
befell Pavel Bely, the general 
director of the Amur Ship- 
building Plant,- when the 
government cancelled all 
orders for nuclear subma- 
rines In 1992 and refused to 
pay far those that had just 
been delivered. 

Yet, five years later, as the 
jovial, thickset Mr Bely 
strides around the sprawling 
shipyards at Bolshoi Kamen 
(Big Rock), near Vladivos- 
tok, he recounts an inspira- 
tional recovery story. His 
company has salvaged both 
its self-respect and its liveli- 
hood by winning new oil 
equipment orders in one of 
the most successful defence 
conversion projects in the 
former Soviet Union. 


Once the pride of Russia's 
far eastern military-indus- 
trial complex, the Amur 
plant has just earned $3Sm 
by building a huge steel plat- 
form. measuring ill metres 
square, for a foreign oil con- 
sortium. "Even by interna- 
tional standards, this is a 
fine achievement for Russian 
industry, " beams Mr Bely, 
sporting a Tabasco sauce tie, 
bought on a recent trip to 
consult US defence conver- 
sion exports at the Pentagon. 

The Amur shipbuilding 
plant was founded in Komso- 
molsk-on-Amur in 1982 and 
churned out 270 vessels for 
the Soviet Union’s mighty 
Pacific fleet, latterly special- 
ising in nuclear and diesel 
submarines. But Mr Bely 
says it became clear a 
decade ago that the plant 
would have to seek more 
civilian work as defence 
orders dwindled. 

The plant, however, 
a big obstacle in turning 
itself into a cost-efficient 
civilian shipbuilding yard: 
its inland location. Such was 
the Soviet Union's fear of a 


Japanese invasion that the 
plant was built 560km away 
from the sea. 

“In 1991 we had about 
20.000 workers in the yard 
but we understood that the 
production of civilian vessels 
could not provide enough 
jobs for our workers," Mr 
Bely explains. “So we started 
looking for business with off- 
shore oil developments.” 

Fortunately, a group of 
foreign energy companies 
was growing increasingly 
interested in exploiting the 
oil and gas fields off the 
nearby Sakhalin island. 
Under the terms of a produc- 
tion agreement signed with 
the Russian government, the 
foreign investors had to 
source 70 per cent of their 
material locally to help 
revive the depressed 
regional economy. 

One of these consortia. 
Sakhalin Energy Investment, 
decided the best way to start 
production early would be to 
bring in a mobile drilling 
platform, called a Molikpaq, 
previously deployed in 
Alaska. But because of the 


deeper waters off the Sakh- 
alin coast, the consortium 
needed to build a giant 
“steel island", known as a 
spacer, resistant to icebergs, 
storms, and earthquakes, on 
which to place the platform. 

More than 1.500 workers 
from the Amur plant set 
about the task at the begin- 
ning of the year by welding 
together four steel sections- 

Mr Bely concedes it was a 
struggle for the plant’s weld- 
ers to adapt to new ways of 
working and meet the proj- 
ect’s timetables, which trig- 
gered bonus payments. “It 
was diffi cult to persuade our 
workers that they should 
earn only as much as they 
worked. It was a very diffi- 
cult process," he says. 

But once the welders 
understood how much they 
stood to gain by hitting spe- 
cific targets, Mr Bely says, 
there was no stopping them. 
By working overtime, some 
welders earned up to RbslSm 
($2,558)a month, 15 tunes the 
average Russian wage. 

The yard had to buy 
almost all its 17,000 tonnes of 






Pavel Bely, director-general of Amur Shiphnilding , hopes to build as many as seven platforms for the Swichaifa project 


steel abroad because it was 
not confident that Russian 
suppliers could deliver on 
time. But Mr Bely is hopeful 
be can feed more orders to 
local companies in future 
construction projects. 

David Loran, the consor- 
tium’s regional manager, 
says he was delighted by the 
end result, which should 
enable Sakhalin Energy to 
start production by 1999- 


“There are a lot of people in 
the world who believe Rus- 
sians cannot deliver an this 
type of project But they fin- 
ished within budget and a 
month ahead of schedule. 
The quality of the work was 
outstanding," he says. 

Yet in spite of its latest 
success, the plant’s future 
remains precarious. Mr Bely 
says he hopes to build as 
many as five to seven plat- 


forms for the first two Sakh- 
alin development projects. 
But some oil companies are 
delaying production sched- 
ules because of legislative 
and tax uncertainties. The 
yard's workforce has shrunk 
to 10,000 and the company 
remains heavily in debt. 

Mr Bely is scathing of the 
failure of the Russian gov- 
ernment to support indus- 
trial enterprises. “Shipbuild- 


ing is profitable only in 
those countries where there 
is direct government support 
- such as in Korea, Japan, 
and Poland," he says. “The 
Russian government is insol- 
vent and does not pay for 
what it orders." But the 
Amur yard has long ago 
learned it must fend for 
itself It has just set up a 
marketing department to 
scour the world for orders. 


H.l charged 




Rebel deputy 
warns Czechs 
over budget 


By Robert Anderson 
in Prague 

The Czech parliament began 
discussing the 1998 budget 
yesterday as an independent 
deputy warned the govern- 
ment it could no longer rely 
on his vital support. 

The three-party centre- 
right coalition, which has 
100 deputies in the 200-seat 
lower chamber, relies on the 
vote of Jozef Wagner, a 
defector from the opposition. 
Social Democrats. 

However, he has given 
ever more strident warnings 
he will not support the bud- 
get unless he is convinced 
the government also has a 
coherent strategy far promo- 
ting long-term economic 
growth. 

The government “should 
explain how it wants to lift 
the stagnation and where it 
wants to go, to show 
whether it has the vision 
and courage to ensure more 
than just its own survival.” 


Mr Wagner declared. 

Such are the internal divi- 
sions of the coalition led by 
Vaclav Klaus, the prime 
minister, that it may not 
even be able to count on all 
of its 100 votes in the legisla- 
ture. 

The free-market ODA 
party held up agreement on 
the budget last month 
because it opposed a rise in 
cigarette taxes. Several of its 
deputies insist they will not 
vote for the budget. 

The probability remains, 
however, that the govern- 
ment will be able to pass the 
KcS36.6bn (tl6bn) budget 
plan, which envisages balan- 
cing the books by cutting 
spending and raising 
KclJlbn from higher ciga- 
rette taxes. 

This year's budget is fore- 
cast by the government to 
plunge KclSbn into the red 
because of falling tax 
receipts, along with the 
impact of July’s devastating 
floods. 


Milosevic ally 
accuses rival of 



rigging election 

By Guy Dfnmore in Belgrade was turned into defeat by 

this electoral manipulation." 
A political crisis in rump said Mr Bulatovic. 
Yugoslavia deepened y ester- The Organisation for Secu- 
day, when a close ally of rity and Co-operation in 
Slobodan Milosevic, the Europe, which monitored 
Yugoslav president refused the elections, said there had 
to accept his defeat in presi- been “imperfections and 
dential elections held on infractions" but that prelimi- 
Sunday. nary results reflected the 

Momir Bulatovic. the pres- will of the Montenegrin 
ident of Montenegro, which people, 
together with Serbia forms Mr Djukanovic, once a pro- 
the federal state of Yugo- tege of Mr Milosevic, has 
slavia, called on his support- turned into one of his fier- 
ers to stage daily protests cest critics, acc us i ng him of 
and accused his reformist dragging Montenegro and 
rival. Milo Djukanovic, Mon- Serbia towards financial 
tenegr o’s prime minister, of ruin and international isola- 
achievin g victory through tion. Mr Milosevic has suf- 
fraudulent means. "We can- fered two major electoral set- 
not let thig situation go on backs in Serbia over the past 
for long, without a state of month and needed a victory 
law. It is leading us towards by Mr Bulatovic to share up 
confrontation,” Mr Bulatovic his position as federal presi- 
was quo ted as saying by Ser- dent. Mr Djukanovic says he 
bian state television. win fight off attempts to 

Several thousand people change the federal constitu- 
rallied outside the presides- tion in favour of Mr Milos- 
tial offices to show support evic and has brandished the 
for Mr Bulatovic. who threat of secession. Serbian 
appears to be acting with the state media have whipped up 
backing of Belgrade. Mr Dju- a pro-Buiatovic nationalist 
kanovic urged his own fervour, saying Mr Djuka- 
heavily armed supporters to novic had secured victory 
stay off the streets. With with the votes of ethnic 
99.65 per cent of the ballots Albanians and Moslems, 
counted from Sunday's sec- Diplomats in Belgrade 
and round run-off the elec- Feared a violent confronta- 
tion commission announced tion in Montenegro. Mr Dju- 
on Monday that Mr Djuka- kanovic largely controls toe 
novic, the favourite of west- police and toe state security 
era governments, had won apparatus but Mr Bulatovic 
174.176 votes and Mr Bula- enjoys the support of the 
to vie 168,864- Final results Serbian secret service and 
have not been released- can cal) on nationalists 

Mr Bulatovic had led after among toe Serb minority in 
the first round but fell short Montenegro, 
of the required 50 per cent Mr Bulatovic’s term of 
majority. He accused Mr office does not expire until 
Djukanovic and police forces January 5, giving him time 
under his control of chang- to take his appeals to the 
ing voters’ lists before the courts, even to the federal 

second round. levd - which W* “ nder 

“Our very clear victory sway of Mr Milosevic, 






Our engineers have been 
breaking barriers for almost 
a hundred years. 

This time it was the sound barrier. 
Again. 


SKF would like to congratulate the ThrustSSC team for testing our hybrid angular contact ball bearings at Mach 1. 
Of course, SKF has been at the forefront of rolling bearing design since the turn of the century. So our bearings run to 
Mach 2 or more every single day (in jet planes everywhere). Good to see someone keeping it on the ground this time. 


http://www.skf.com 


We reduce friction 
io help you move the world forward. 
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NEWS: INTERNATIONAL 


The Commonwealth gets down to business 


By Michael Hotman and 
David Buchan 


A drive to boost the 
economic role of the Com- 
monwealth gets under way 
in London today when 300 
business leaders and trade 
and finance ministers begin 
a conference on ways to 
encourage trade and invest* 
merit 

Speakers at the Common- 
wealth Business Forum, 
organised by the Financial 
Tiroes and supported by the 


British foreign office, 
include Tony Blair, the Brit- 
ish prime minister, John 
Howard, the Australian pre- 
mier, and Uganda's Presi- 
dent Yoweri Museveni. 

The two-day conference, 
the first of its kind, will help 
prepare the ground for the 
biennial Commonwealth 
heads of government summit 
which opens in Edinburgh 
on Friday. 

The main theme will be 
"Trade, investment and 
development: the road to 


Commonwealth prosperity”. 

Robin Cook, the British 
foreign secretary, said the 
Forum would deepen the 
Commonwealth's economic 
agenda. "It will let the lead- 
ers of the private sector 
Identify what further steps 
businesses themselves 
reckon are needed to boost 
trade and increase invest- 
ment across the Common- 
wealth. _and allow the busi- 
ness leaders a chance to feed 
their conclusions direct to 
the Commonwealth leaders.” 


Far from being “just 
another executive talk- 
shop", the forum would 
forge “a direct link between 
business and government" 
and thus “the Common- 
wealth into a genuine part- 
nership for prosperity”. 

The 54-nation group 
accounts for 20 per cent of 
world trade, and includes 12 
of the world’s 20 fastest 
growing economies. 

The chances of reaching a 
consensus on economic 
issues would once have been 


unthinkable: “When the 
Commonwealth leaders last 
met in Britain in 1977. South 
Africa was one of the big 
Issues (and) became an 
increasing impediment to 
doing any other business," 
said Mr Cook. 

“Now the situation could 
not be more different - 
South Africa is a regional 
leader..not a regional pari- 
ah— and a growing number 
of African countries are find- 
ing that good government 
and a respect for the rule of 


law brings economic bene- 
fits. 

Mr Cook urged Common- 
wealth leaders to hack the 


World Trade Organisation 
director general, for duty- 
free access for goods of the 
least developed nations of 
the world. 

This plan was yesterday 
backed by President Yoweri 
Museveni of Uganda, who 
urged European govern- 
ments and richer Common- 
wealth countries to open 


their doors to free trade. 
-How do they expect to haw 
a free world trade regime n 
they don’t move them- 

selvefiT he said. 

But he conceded African 
governments could also do 
more to improve the invest- 
ment climate by m aWng 
their currencies convertible, 
and easing movement ot 
people, capital and goods as 
well as speeding up the pri- 
vatisation process, he said. 
Editorial Comment, 
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Nigeria 
threat to 
gatecrash 
summit 


By Michael Holman 


Kazakhstan to 


stay on track, 
says bank chief 


By Charles Clover in Almaty 


The appointment of a new 
government will not affect 
Kazakhstan's commitment 
to macro-economic stabilisa- 
tion and reforms, said Uraz 
Dzhandosov, chairman of 
the central bank yesterday. 

With control over the 
money supply, Mr Dzhando- 
sov is the man many west- 
ern investors consider the 
guarantor of low Inflation 
and a stable currency in 
Kazakhstan, even as cabi- 
nets and prime ministers 
change around him. 

Some westerners had 
expressed uncertainty over 
the appointment of former 
oil minister Nurlan Balguu- 
bayev as prime minister 10 
days ago. Mr Balgimbayev. 
while popular with foreign 
oil companies, was known to 
be opposed to privatising the 
oil sector, and is an 
“unknown quantity", in the 
words of one banker, in the 
area of wider macro-eco- 
nomic reforms. 

“The National Bank is 
quite independent In con- 
ducting monetary policy," 
said Mr Dzhandosov. “At 
least for the end of this year 
and next year, everything 
will be on track." 

As for privatisation, Mr 
Dzhandosov gave a powerful 
argument as to why it would 
continue unabated: “Privati- 
sation revenues of roughly 


S500m have already been 
counted into next year's bud- 
get... this money is very 
important," he said. This 
sum is equivalent to 20 per 
cent of Kazakhstan's gross 
budget revenues. 

The greatest threat to 
monetary stability in Kaz- 
akhstan, meanwhile, is a 
payment arrears crisis 
which various government 
agencies are just starting to 
untangle. The government 
has nearly finished paying 
off $500m in unpaid pensions 
which have accumulated 
over the past two years, 
though Mr Dzhandosov con- 
firmed that new outstanding 
debts were accumulating in 
the pension fond. 

“To clear all arrears by 
January l, which is our goal, 
a transfer from the budget to 
the pension fond may be 
required," he said. 

Meanwhile, according to a 
western economist in 
Almaty, the WaMic'hsfan gov- 
ernment will next year start 
paying off a back wage bill 
of $500m. “We would never 
contemplate another clear- 
ing operation, " said Mr 
Dzhandosov, referring to 
1994, when the Kazakh gov- 
ernment pressured the 
National Bank into printing 
money to pay off billions of 
dollars of inter-enterprise 
arrears, which in turn 
caused hyper-inflation and a 
heavy currency devaluation. 
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Shimon Peres speaks at the opening of his peace centre in Tel Aviv. The centre aims to promote peace through fostering economic-opportunities t * u “ ra 


Mideast peace and economics ‘don’t mix’ 


By Judy Dempsey 
In Tel Aviv 


A top adviser to Benjamin 
Netanyahu, Israeli prime 
minister, yesterday gaid the 
role of economic forces in 
the peace process was “over- 
rated and oversold" - pro-, 
voicing a sharp reaction from 
the International Monetary 
Fund and the World Rank. 

Uzi Arad. Mr Netanayhu's 
foreign policy adviser, was 
speaking at the opening of 
the Peres Centre for Peace, 
an Independent centre estab- 
lished by Shimon Peres, for- 
mer Labour prime minister. 
The centre aims to advance 
Arab-Israeli co-operation by 
creating projects spanning 


the economy, education and 
social development 

Mr Arad's remarks appear 
to signal a shift in govern- 
ment policy. The govern- 
ment had often argued that 

promoting economic prosper- 
ity was one of the keys to 
stability, not only in Pales- 
tinian-ruled areas but in the 
Middle East as a whole. 
Instead, Mr Arad insisted 
political and military consid- 
erations “were paramount". 

Nevertheless, Stanley 
Fischer, deputy director of 
the IMF, insisted that eco- 
nomic co-operation could 
further the peace process. 
“When the peace process 
lags then economic co-opera- 
tion can sustain It” he said. 


Joseph Saba, director of 
the World Bank in the West 
Bank and Gaza, made a 
strong plea for freedom of 
movement for peoples and 
goods between Israel and the 
Palestinian Authority (PA), 
an implicit criticism of 
Israel's policies of closing its 
borders to block trade, travel 
and movement by Palestin- 
ian workers. 

Israel has repeatedly 
resorted to economic sanc- 
tions to put pressure on Yas- 
sir Arafat president of the 
Palestinian Authority (PA), 
to crack down an terrorism. 
Apart from the frequent 
sealing off of the West Bank 
and Gaza, which strangles 
the Palestinian economy. 


Israel recently started with- 
holding monthly tax receipts 
owed to the PA in retaliation 
for the suicide bomb attacks 
in Jerusalem. Those sanc- 
tions were lifted last week 
following pressure from the 
IMF, the World Bank and 
the US. 

Mr Arad's statement is 
surprising in the light of the 
benefits Israel has gained 
since the start of the peace 
process when markets for its 
goods were opened, leading 
to a jump in trade. 

Between 1992 and 1996, 
exports of goods and services 
rose from S20-9bn to J30Jbn, 
and GDP per head rose an 
annual average Z5 per cent 
In contrast, Palestinian 


income per head was 20 per 
cent lower in 1996 than in 
1993. 

• Mr Arafat and Yitzhak 
Mordecbai, Israeli defence 
minister, were last night 
expected to meet in a bid to 
speed up agreement on open- 
ing an airport in the Gaza 
Strip. 

Opening an airport would 
breathe life into the Palestin- 
ian economy, allowing it to 
trade with the outside world 
and reduce its dependence 
on Israel. It would also rep- 
resent another symbol of 
Palestinian statehood. 

Operation of the airport 
has been delayed, with Israel 
insisting it be involved In 
security arrangements. 


NEWS: WORLD TRADE 


Bid to sever I Singapore group takes stake in Aden port 


WTO link 


By Robin Alien in London 


with UN 


By Frances WKiams 
in Geneva 


World Trade Organisation 
governments will today be 
asked to make a long-de- 
layed decision to de-link 
staff pay and conditions of 
service from the United 
Nations system. 

The WTO secretariat, 
backed by independent 
studies, claims the move will 
enhance efficiency and fair- 
ness at no extra cost 

However, reservations by 
some leading Industrialised 
countries, including the US, 
Germany, France and 
Britain, could again push 
back the decision beyond the 
self-imposed deadline of the 
end of this month. 

When governments signed 
the Uruguay Round trade 
agreements in Marrakesh in 
April 1994, they agreed (hat 
the fdture world trade body 
would be outside the UN sys- 
tem and answerable only to 
members. 

But, nearly three years 
after the WTO’s creation in 
January 1995, staff pay and 
conditions remain governed 
by UN rules as they were 
in Gatt, the WTO's forerun- 


ner. 

The WTO secretariat says 
these rules create unfair 
anomalies in the treatment 
of professional and support 
staff, especially for pensions, 
and lack the flexibility that 
would permit the organisa- 
tion to Institute perfor- 
mance-related pay and regu- 
lar (as opposed to 
permanent) contracts which 
would improve efficiency. 

Salaries also fluctuate 
fl! y nrrifng to the value of the 
dollar, even though all the 
WTO's 500 staff are based In 
Geneva and are paid in 
Swiss francs. 

WTO staff, who have the 
wholehearted support of 
Renato Ruggiero, WTO 
director-general, and the 
great majority of WTO mem- 
bers, plan a protest demon- 
stration today to coincide 


with the general council 
meeting, and will ask to 
make a statement to WTO 
ambassadors. 

Gretchen Stanton, chair- 
woman of the WTO staff 
association, said yesterday 
that they would demand a 
vote on the issue, which had 
“dragged on for far too 
long". WTO members nor- 
mally take decisions by con- 
sensus. 

A vote is considered 
unlikely, given the impor- 
tance of the countries still 
holding out against the 
move. But WTO officials can- 
not understand why. “All 
their arguments have been 
blown out of the water,” said 
one, speculating that the 
real reason was the reluc- 
tance of foreign ministries to 
let the WTO escape their UN 
bailiwick. 

Concerns about the viabil- 
ity of a separate pension 
f und have been rebutted by 
a report commissioned from 
the UK government actuary 
which showed not only that 
the WTO could run an inde- 
pendent pension fund at no 
extra cost, but that this 
would better meet the organ- 
isation's needs. 

Fears that the WTO's 
withdrawal from the UN 
common system would cre- 
ate a “domino” effect axe 
also without foundation, 
WTO officials argue. Neither 
the WTO nor Gatt were 
answerable to the UN and, 
unlike UN bodies, they were 
linked to UN conditions of 
service only on a tie facto 
basis. 

A third argument is that a 
defection by the WTO would 
hinder broader UN reforms 
and , more specifically, could 
upset the delicate compro- 
mise between the US admin- 
istration and Congress over 
conditions for payment of US 
arrears in UN contributions. 
However, WTO staff do not 
see why they should be held 
hostage to changes in an 
organisation they are not 
part of. 


Singapore's PSA Corporation 
has thrown its weight 
behind the redevelopment of 
Aden port in southern 
Yemen by taking a 49 per 
cent share worth $49m in 
Yemen Investment & Devel- 
opment International Lim- 
ited (Yeminvest) to develop 
the Aden Container Termi- 
nal (ACT), the first of a 
three-phase $5 80m pro- 
gramme by Yeminvest to 


transform Aden into a major 
trans-shipment hub. 

Yemen Holdings, owned 
by Saudi Arabia's Bin Mah- 
fouz family, retains 51 per 
cent 

PSA yesterday signed a 20- 
year agreement with Yem- 
invest to manage and oper- 
ate the terminal, which is 
due to be completed in 
March 1999. The value of the 
agreement at PSA is under- 
stood to be on a cost-plus 
basis, with an additional 


fee for marketing the 
terminal. 

The $250m-$280m first 
phase includes dredging the 
harbour channels to 16m and 
a 690-metre wide turning 
area; b uilding six quays and 
a new transshipment termi- 
nal on Aden's north share, 
plus ancillar y works SUCh as 
roads, a standby power 
plant, cranes and other ter- 
minal equipment 

The Dutch Royal Boskalis 
Westminster Group com- 


pleted the first stage of the 
dredging last July. South 
Korea’s Hyundai has started 
work on its 9150m sub-con- 
tract from PSA to build the 
terminal and quays follow- 
ing the main contract award 
to PSA last June. 

According to Mr Matthias 
Moser, leader of the project 
finance team at financial 
advisers Deutsche Morgan 
Grenfell, Yeminvest needs to 
finance another S150m of 
debt far the first stage. Some 


*35m Is to be provided by 
commercial banks, which 
would be covered by the 
Multilateral Investment 
Guarantee Agency, a sister 
organisation of the World 
Bank. 

A further 565m would 
come from commercial 
banks with political risk pro- 
vided directly by the World 
Bank under its partial risk 
guarantee programme. The 
balance would come from 
the International Finance 


Corporation, the. World. 
Bank's private sector affili- 
ate. 

However, “one of the trw 
mendous difficulties facing 
the entire programme is the 
multiplicity of Yemeni state 
entities competing far a say . 
in the project," Mr Moser 
said. The World Bank' is’ 
understood to have allocated 
520m simply to help the' 
Yemen government establish 
one single authority with 
which Yeminvest can deal: 1 



Spice Girls fail to pep up music sales 


By ABce Rawsthom 


Elton John singing Candle in the Wind which yesterday 
became the biggest selling single in the world 


Despite the popularity of the 
Spice Girls, Hanson and Puff 
Daddy, the global music 
industry suffered a fall in 
sales during the first half of 
this year due to an 
increasingly unpredictable 
market. 

Wholesale sales of albums 
and singles fell 4 per cent in 
volume and declined by a 
similar rate in real value 
terms, compared with the 
first six months of 1996, 
according to the 
International Federation of 
the Ph onographic Industry 
UFPI), which represents the 
world’s record companies. 

The global market has 
rallied In the second half, 
fuelled by strong sales of 
new albums by Oasis and 
the Prodigy, and the 
popularity of Candle fn The 
Wind 1997. Elton John’s 
ap tribute to Princess Diana. 


However, it is not yet 
clear whether the 
nan-traditional record 
buyers who flocked into 
music stores to buy the 
Elton John tribute also 
purchased other albums and 
singles, Record executives 
are still nervous about 
trading prospects in the 
approach to Christmas, the 
most important sales period 
of the year. 

The sluggish first half 
follows a flat year for the 
music industry in 1996, 
when retail sales stalled at 
£39.77bn in value terms. 

During the opening 
months of 1997, the industry 
sustained lower wholesale 
sales in three of its five 
biggest markets - the OS, 

UK and France - 
suffered static sales in a 
fourth, Japan. Sales 

increased in other countries, 
notably Brazil and Spain, 
but not by enough to 


counter the dow ntur n in 
larger markets. 

The downturn reflects the 
volatility of a market 
increasingly dependant on 
new releases, after a decade 
in which record companies 
benefited from consumers 
buying compact disc 
versions of favourite vinyl 
and cassette recordings. 

Nic Garnett, chief 
executive of theXFPI, said 
music was also suffering 
from growing competition 
from the Internet and 
products such as mobile 
phones and digital toys. ”10 
Japan, for instance, teenage 
girls are spending more of 
their time and money on 
mobile phones, rather thaw 
music," he added. 

Another difficulty for 
record companies is the 

increasingly fickle nature of 
the market. Many 

multinational music groups 
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Nigeria threatened to 
gatecrash the Co mmon- 
wealth summit in Edn murfel i 
and defy the British govern- 
ment's visa ban, saying it 
would fly a delegation direct 
the Scottish capital and 
demand a hearing. 

The military regime was 
guspended from membership 
two years ago followin g the 
execution of Ken Saro-wiwa 
and eight other poltical 
activists, and Common- 
wealth leaders are expected 
to discuss taking further 

measures. 

“Nigeria should not be 
tried in absentia * said a let- 
ter from foreign minister 
Tom firimi to Common- 
wealth secretary-general 
Emefca Anyaoku, a Nigerian. 

“We have therefore con- 
cluded arrangements in 
Nigeria for our delegation to 
Gy direct from Abuja 
straight to Edinburgh non- 
stop and to arrive not earlier 
than one hour to the time of 
commencement of discus- 
sions on the agenda item, 
Nigeria," the letter said- The 
delegation would then leave. . 

Commonwealth officials 
confirmed last night that - 
they had received the letter, 
and were consulting - the 
British and other Common- 
wealth governments. 

Nigeria is scheduled for 
discussion at Spin on Thurs- 
day by the eight member 
Commonwealth ministerial 
action group, which has 
been monitoring events in 
Nigeria. Nigerian officials 
had earlier said they did not 
expect a delegation to be 
sent to Edinburgh because 
Nigeria's point of view - 
that it’s suspension must be 
lifted - had not changed. . 

Earlier this week Tony 
Lloyd, the minister responsi- 
ble for Africa, hinted that 
the Commonwealth was pre- 
pared to impose a tougher 
package of measures against 
Nigeria in an effort to speed 
up a return to democracy. 
Most observers, however, 
think, it unlikely that 
Nigeria will be expelled. 
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of the new rap, hip-hop and . 
dance acts now topping the - 
charts in North America and . 
Europe. 

Meanwhile, -sales of . , 
expansively promoted 
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b ankab le stars such as 
Aeroanrith, En Vogue, kd 

and Paul McCartney 

have fallen below 
expectations. 



Egypt launches raids on software pirates 




By Mark Huband In Cairo 


Egyptian police have seized 
more than 2,000 counterfeit 
compact discs and CD-Roms 
in a series of raids on facto- 
ries producing discs for the 
country’s $iSm illegal soft- 
ware industry. 

In an unusual deal, the 
Egyptian government in 
August agreed to raid soft- 
ware pirates in return for a 
commitment from Microsoft, 
the world’s leading computer 
software manufacturer, that 
it would contract oat produc- 
tion of Arabic versions of its 


software to Egyptian compa- 
nies. 

Microsoft has now licensed 
one Egyptian company, 
Media Egypt, to replicate the 
Arabic versions, which have 
until now been imported 
from Germany. Domestically 
produced software packages 
such as Windows 95, which 
retailed at E£450 ($132) as an 
import, mil retail at EE375 
when the company starts 
production in December. 

Written warnings to Egyp- 
tian companies using ille- 
gally copied software have 
been ignored in 50 per cent 


of cases, leading to prepara- 
tions to prosecute high-pro- 
file illegal users. 

According to the Business 
Software Alliance, which 
represents the industry's 
interests, pirated computer- 
programmes now account 
for 88 per cent of software 
sales in Egypt 

“In Egypt, companies in 
the banking, petroleum and 
service industries are using 
pirated software,” said 
Ashok Sharma. the BSA’s 
director for the Middle East, 
who is now planning legal 
action against several Egyp- 


tian companies ignoring 
warnings. He said offenders 
included large companies 
using hundreds of comput- 
ers. 

The BSA calculates the 
extent of piracy by subtract- 
ing the number of licensed 
software users from the 
number of computers pro- 
duced or imported into the 
country. Mr Sharma esti- 
mates that companies are on 
average saving $200 per com- 
puter by using pirated soft- 
ware. 

Microsoft maintains t-hat 
pricing levels are not a 


major influence on the scale 
of piracy. 

"There really is no correfa- 

aon between the price of the 
software and how high the 
tevd of piracy is,” said Sha- 
ron Bfylay, Microsoft’s 
regional business manager 
«? r Afrfc* ami the Middle 
East “The main issue is that 
people are trying to make 
nmpey from the customers' 
lack of knowledge. We 
haven’t dropped our. price 
with regard to the piracy 
tafoe." The BSA and Micro- 
soft believe the majority of 
users are unaware that 


e 


copying software - is 
illegal. - 

However, elemehts of the ■ 
Microsoft- strategy ■ have 
Involved - - price reductions 
Egyptian academic institu; 
tfoos have been provided, 
with software by arrange- 
ment with the.kfinistry of 
Education,, which «usr, be 
kgally copied up to 2ft time£ 
amounting to an. equivalent 
■90 per- cent price T^uettok 
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addition, the Egsptian-.gov? 
®mnent recently- reduced 
c u g ton » duty on imported’ 
software to 5 per cent. - '- • 
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NEWS: THE AMERICAS 


Record US 



' By. Nancy Dunne . 

In Washington 

Ilia US trade deficit climbed 
to $L0.4bn in August, -thanks 
largely to a record trade gap 
with China only days before 
Chinese President Jiang 
Zemin visits Washington. 

The overall deficit is the 
highest in seven months, - 
partly because of a decline 
in aircraft sales, a modest 
rise in the cost of crude oil 
and increased imparts of 
capital goods and electrical 
supphea/Xhis year the deficit 
is running at an annual rate 
of *U4hn, compared to last 
year’s eight-year high of 
$Ulbn; ; 

China leapfrogged Japan 
as the leading trade deficit 
nation with the US. The 
August trade gap with China 
rose by 9.6 per cent to 
*5.2bn, while that with 
Japan fell by 12-3 per cent to 
$4£3bn, the department said. 

This is particularly signifi- 
cant with the US-Chma sum- 
mit looming and trade a key 
item on the agenda. Beijing 
was hoping to placate US 
sentiment with the dispatch 
this week of a trade mission 
- expected to buy about 30 
Boeing aircraft and infra- 
structure equipment - but 
these purchases will- have no 
Impact on the trade figures 
for some time to come. 

The overall deficit will do 
little to reassure Congress 
that new free trade pacts 
that President Bill Clinton 
hopes to negotiate will do 
much to improve the trade 
figures. The US also accumu- 


lated trade deficits with both 
of its partners in the North 
American Free Trade Agree- 
ment - $I.6bn With f^narta 
and $lbn with Mexico. The 
US deficit with Canada rose 
by 20.2 per cent to *L57hn, 
while the deficit with Mexico 
nudged up by 05 per cent to 


The US trade surplus with 
Central and South America, 
where the US hopes to nego- 
tiate a regional free trade 
pact, rose from $4B6m in 
July to $S93m in August 
The cumulative surplus for 
the region amounted to 
*4.5bn in August compared 
with $1.9bn during the same 
period in 1996. 

Most analysts attributed 
the widening gap with China 
to a seasonal surge of 
imports of toys and Christ- 
mas decorations. But the 
climb this year for August is 
the steepest yet, said Mr 
Andrew Szamosszegi of the 
Washington-based Economic 
Strategy Institute. 

“The largest dollar amount 
in China's exports to the US 
has been in the area of elec- 
trical equipment and elec- 
tronics," said Mr Charles 
McMillion of MGB Informa- 
tion Service, a Washington 
consul tant . 

"Everybody has a deficit 
with China now but other 
countries' exports are grow- 
ing better than ours," Mr 
Szamosszegi said. Ft was 
partly due to the fight in 
Congress each year over 
renewing China's Most 
Favoured Nation trading sta- 
tus. 


NEWS DIGEST 


Clinton to talk 
on gas targets 

US President Bill Clinton will today spell out his 
administration's position on dimate change, and almost 
certainly specify the targets for the curbing of greenhouse 
gases that Washington win accept 
While Mr Clinton will be refining his position till the 
last moment, most experts expect he will call for 
stabilisation of greenhouse gas emissions at 1990 levels by 
2010, possibly with two years’ leeway either side. 

The administration, under huge pressure from domestic 
lobbyists to avoid committing itself, has also considered 
more distant target dates - or even none at all 
The president will also spell out a strategy for securing 
the approval of a deeply reluctant Senate for participation 
in an international accord on climate change, which may 
result from the Kyoto conference in December. 

The president’s position is almost certain to be denounced 
by the European Union as too unambitious, and at the 
same to attract strong criticism from US lobbies for going 
too far. Bruce Clark, Washington 


IMF TARGET 


Argentine fiscal deficit down 

The Argentine government fulfilled Internationa] 
Monetar y Fund targets with a fiscal deficit for the month 
of September of *279.lm, bringing this year's accumulated 
deficit to $2£4bn. 

The deficit is more than 2360m below the IMF's 
^iTuvmnnth target *»nd bodes well for an expected country 
inves tmen t upgrade. Argentina is currently rated 
non-investment, below Ecuador. 

Part of the better than expected showings is due to a 
one-off Brady Bond buy-back, also a step in the right 
direction, say analysts, towards managing Argentina's 
jlOhn annual debt management schedule. The results also 
calm concerns over heavy fiscal spending ahead of 
elections on Sunday. Andrea Campbell, Buenos Aires 

■ IMPORTS SURGE 


Canada trade surplus falls 

Canada’s August trade surplus fell to C$1.4bn ($1.01bn), 
its lowest level since May 1994, as demand for imparts 
continued to outpace growth of exports. 

Exports reached C*25.2bn in August, up 0.4 per cent on 
July, while imports climbed L6 per cent to C$23. 8bn, the 
government reported yesterday. 

Exports and imports both reached record levels in 
August, but imparts grew more quickly as a surge of 
business investment strengthened demand for foreign 
industrial goods as well as machinery and equipment 
The trade gap also narrowed with improved consumer 
confidence, which was reflected by a 0.8 per cent increase 
in Canada's September composite index, also announced 
yesterday. The index measures performance in 10 key 
economic sectors, including man u fa cturing, retail 
cai«>« the housing market and business and personal 
services. Scott Morrison. Vancouver 

MASSACHUSETTS ANGRY 


State drops UBS contract 

The Massach uset ts state treasurer, Joseph D. Malone, has 
ended the state’s $l20,000*-year contract with Union 
■Rank of Switzerland, which has been accused of 
shredding Holocaust-related documents. 

Massachusetts has paid UBS about *120,000 a year since 
1998 for a line of credit for its short-term borrowing. In a 
letter to the bank, Mr Malone said: "Your bank’s callous 
and unsympathetic actions have victimised again the 
families and survivors of the world’s cruellest crime 

against humanity." . __ . 

The treasurers of California and New York City also 
have taken actions against the Swiss bank. 

Union Bank of Switzerland's office in New York City 
mm the was an isolated act of one employee, 

who has been fired. , , 

The State Department believes Swiss banks and the 
Swiss government have responded weD to diplomatic • 
efforts, publishing the names on dormant accounts and 
contributing more than 570m to a fund for victims of the 
Holocaust It has asked California to lift its moratorium 
on investments with Swiss institutions. AP, Boston 


Fresh twist in browser wars as Reno seeks to impose fines of $lm a day 


Daggers drawn against Microsoft 


T he future of Microsoft 
may rest on a few 
bracketed words in a 
1995 anti-trust settlement, 
words at the centre of the US 
Justice Department’s 
renewed charges against the 
software industry leader. 

On Monday. Janet Reno, 
the attorney-general, 
announced that the govern- 
ment would seek record 
fines of $lm a day against 
Microsoft for its alleged vio- 
lation of the 1995 "consent 
decree". 

Capturing a wave of anti- 
Microsoft sentiment that is 
sweeping through the com- 
puter industry, where the 
software group's control 
over software standards is 
strongly resented. Ms Reno 
attacked Microsoft’s busi- 
ness tactics. 

Microsoft, she said, was 
“unlawfully taking advan- 
tage of its Windows monop- 
oly to protect and extend 
that monopoly and under- 
mine consumer choice". 

Specifically, Microsoft is 
accused of forcing PC manu- 
facturers that pre-install the 
widely used Windows 95 
operating system to also 
Install Microsoft’s Internet 
Explorer on PCs before they 
are shipped to customers. 


Installing the competing 
program from Netscape 
Communications is a fiddly 
process. Moreover, the Net- 
scape software sells for 
about $50 while Microsoft 
does not charge extra for Its 
Internet Explorer. 

Not surprisingly Micro- 
soft's share of the browser 
market is rising fast - up 
from 30 per cent three 
months ago to 35 per cent, 
according to Microsoft's own 
estimates. 

The Justice Department's 
complaint would seem to be 
about the so-called “browser 
wars" - the bitter rivalry 
between Microsoft and Net- 
scape for leadership in inter- 
net-access software. Indeed, 
the charges are believed to 
have been prompted by a 
Netscape complaint to anti- 
trust regulators. 

Yet far more is at stake. 
The new charges go to the 
heart of Microsoft's 
long-standing strategy of 
expanding and improving its 
Windows operating system. 

“A fundamental principle 
at Microsoft is that Windows 
gets better and makes the 
PC easier to use with each 
new version," said Bill 
Gates, chairman and chief 
executive. “Today people 



Microsoft chairman Bill Gates: under pressure 


want to use PCs to access 
the internet It would be a 
great disservice to our cus- 
tomers if Microsoft did not 
enhance Windows with 
internet-related features." 

Declaring that Microsoft 
would vigorously defend its 
practice of adding new fea- 
tures to Windows, Bill Neu- 
kom, general counsel, said 
that the 1995 consent decree 
explicitly allowed Microsoft 


to do so. 

The settlement stated: 
“Microsoft shall not enter 
into any licensing agreement 
in which the terms of the 
agreement are expressly or 
impliedly conditioned upon 
the licensing of any oth- 
er . . . product (provided, 
however, that this provision 
in and of itself shall not be 
construed to prohibit Micro- 
soft from developing inte- 


grated products).” 

The bracketed phrase was 
hard won in negotiations 
with the Justice Department, 
Mr Neukom said. 

Now a federal judge will 
have to decide the precise 
meaning of the words. Micro- 
soft is contending that its 
internet browser is an inte- 
gral part of Windows. The 
Justice Department views 
them as separate products. 

To the average PC user, 
Internet Explorer appears, 
like any other application 
program, to be a separate 
product. It carries a different 
nam e and has its own “icon" 
on the computer screen. Yet 
Internet Explorer can be 
configured as the “inter- 
face”, or opening view of 
Windows. Moreover, the 
next version of Windows, 
due out next year, will fully 
Integrate the two programs. 

While the Justice Depart- 
ment's case rests on this nar- 
row issue, it could have far 
reaching Implications for 
Microsoft, its competitors in 
the software industry and 
for consumers. If the Justice 
Department wins its case, 
consumers may be forced to 
purchase browsers sepa- 
rately from PC operating 
systems. It is difficult to see 


how this would benefit PC 
users. However. Microsoft’s 
competitors, in particular 
Netscape, have a lot to gain. 
If Microsoft is forced to 
“unbundle” Windows and its 
browser, Netscape's ability 
to compete will be enhanced. 
But Netscape’s ambitions 
also go beyond the browser. 
The company is attempting 
to usa its early lead in inter- 
net software to create an 
alternative operating sys- 
tem. 

Justice Department offi- 
cials stressed that they are 
“not taking sides” in the bat- 
tle between Microsoft and 
Netscape. 

The issue of “integrated" 
browsers may not be the end 
of Microsoft's problems. Joel 
Klein, head of the Justice 
Department’s anti-trust divi- 
sion said his department was 
conducting a “wide-ranging 
Investigation to determine 
whether Microsoft's actions 
are stifling innovation and 
consumer choice". 

The danger for Microsoft is 
that consumers - as well as 
its outspoken industry crit- 
ics - win turn against the 
company. 
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It's all about 
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More likely than not, the euro will 


become reality in 1999. Where will 


you be then? With ABN AMRO Bank. 

■ we hope. Because, even as we speak, 
ABN AMRO Bank is in the final stages 
of preparation for. the introduction of 


the new currency. Si gnifioanl invest- 


ments have already been committed 


and a network of 1,200 offices is in 


niace throughout. Eurone, All of which 


means that we're ideally oositioned to 


help you make the most of the much- 


anticipated euro. 
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Cut in rates I Japan’s economic package fails t o excite 


accompanies 
India reforms 


By Krishna Guha In Bombay 

India's central h ank 
yesterday cot interest rates 
by one percentage point and 
announced wide-reaching 
financial reforms in an effort 
to boost the country's flag- 
ging economy. 

These include deregulation 
of interest rates, reform of 
the debt market and a big 
increase in the amount 
Indian banks can borrow on 
the international market. 

Analysts said the reforms 
were “positive" - in line 
with India's tradition of 
gradual reform rather than 
“big-bang deregulation”. 

“The credit policy Is better 
than we thought it would 
be,” said Sankar Dey, chief 
executive of Pergrine Securi- 
ties. “I do not see what more 
the RBI can do.” 

Unveiling India's “busy 
season” credit policy. Chak- 
ravarti Rangarajan. gover- 
nor of the Reserve Bank of 
India, said the economy was 
in “satisfactory” shape - in 
spite of “sluggish” industrial 
production and “concern” 
about exports. 

He said foreign exchange 
reserves had risen by $3.7bn 
since March, fuelled by 
strong capital inflows. He 
said the economy would 
rebound in the second half - 
assisted by reforms which 
would “expand the lendable 
resources of banks and 
reduce the cost of funds.” He 
said the measures were also 
“steps towards” full cur- 
rency convertibility. 

The RBI yesterday 
announced a two percentage 
point cut in the cash reserve 
ratio - the proportion of 
funds which must be depos- 
ited with the central bank - 
injecting Rs96bn ($2.6bn) 
into the banking system. It 
will pay an extra Rs3u3bn in 
higher interest on the 
remaining cash reserve. 

From today. India's banks 
will be free to set interest 
rates on term deposits with a 
maturity of 30 days or more. 
They will be allowed to bor- 
row or invest up to 15 per 


cent of their tier one capital 
on tlie in tomptjnnal money 
markets. Mr Dey said dere- 
gulating term deposit rates 
was a "big move. You can’t 
deregulate lending while you 
subject deposits to a whole 
series of controls." 

The RBI also scrapped 
restrictions on the ammint a 
bank can invest in a single 
infrastructure project and 
allowed banks to provide 
bridging loans for the first 
time. General-purpose for- 
eign investment hinds will 
now be able to invest in 
Indian government paper. 
The RBI announced a new 
2&-day treasury bill and 
eased restrictions on banks 

repur chasing ' bonds sold to 

their customers. 

The RBI also unveiled a 
raft of technical measures to 
help exporters, including 
cheaper financing of export 
credits and greater freedom 
to use hard currency earned 
overseas. The move is expec- 
ted to usher in greater com- 
petition. among India’s banks 
- putting pre s sure on mar - 
gins and threatening the 
profitability of banks with 
big overheads. 

Indian banks are notori- 
ously reluctant to lend to 

small and medi um -size com- 
panies. Mr Rangarajan said 
banks were already invest- 
ing in corporate debt. But he 
said the RBI would ensure 
the “availability of credit” 
fay instructing banks to set 
out clear lending criteria. 

India: - 
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By Pad Abrahams sn Tokyo 

The days lading up to the 
latest package aimed at 
rekindling J apan' s economy 
were full of sound and fury. 
Politicians from the ruling 
Liberal Democratic party 
competed and contradicted 
each other publicly on their 
ideas to kick-start the econ- 
omy. But when the new poli- 
cies were announced yester- 
day. they appeared to signify 
very little at alL 

The disappointment was 
palpable: the stock market 
plunged, while the bond 
market, which had been 
spooked in recent days by 
the possibility of a fiscal 
iftfwning ahwflrt at stimulat- 
ing the economy, recovered 
lost ground. 

“Expectations of what the 
package would deliver were 
so low that it was quite an 
achievement on the part of 
the LDP to disappoint the 
market,” said Richard Jer- 
ram, senior economist at 
ING Barings in Tokyo. 

The main criticism was 
the lack of detail The LDP 


said it would attempt to 
boost the property market 
by freezing or abolishing 

land holding s arid iptr od- 

uring measures waking ft 
easier to securitise real 
estate loans. It would also 
try to help business by try- 
ing to cut corporate tax. But 
there was no indication of 
the timing of the changes, 

their scale, or whether they 
could actually be achieved. 

“There were no numbers. 
You just bad a set of propos- 
als,” said Michael Hartnett, 
senior economist at Merrill 
Lyoch in Japan. “It was 

astonishing l y short on spe- 
cifics," agreed Robert Feld- 
man, chief economist at 
Salomon Brothers in Tokyo. 
“There was simply nothing 
you could put a number on." 

The lack of detail reflected 
the unfinished struggle 
between parts of the LDP 
which want to deregulate - 
fi nd reduce tnvo« — and the 
powerful Ministry of Finance 
which wants to maintain its 
revenues. The politicians 
and the bureaucrats fa i l e d to 
reach a compromise. 


The second main concern 
was the l a p -k of coherency 
within the proposals. “There 
appeared to be no clear fiscal 
philosophy,” said Robert 
Feldman, chief economist at 
Salomon Brothers in Tokyo. 
The administration Is com- 
mitted to reducing the role 
of the state and maintaining 
fiscal austerity. 

“But at the same time 
there appears to be a special 
fund for small struggling 
businesses, accelerated pub- 
lic spending, support for the 
agricultural sector, and early 
wage wiygg far public sector 
workers.” Such elements 
underlined the continuing 
importance of micro-political 
influences on policy. 

Upper chamber elections 
are due in July. Measures to 
support the agricultural 
economy should bolster the 
LDP's political support; 
accelerated public works 
programmes should help the 
construction sector, which is 
nn» of the LDP’s main finan- 
cial benefactors; and early 
public sector pay increases 
should keep the LDP's 


socialist allies -reasonably 
content within the govern- 
ment coalition, explained Mr 
Feldman. 

The question is whether 
the politicians and bureau 
crats can fashion a meaning- 
ful compromise package in 
time to make a difference to 
the economy this financial 
year. The timetable is short. 
The proposals most first go 
to the LDP’s coalition part- 
ners, then ratified by the 
Diet before December 12 
when the latest session 
doses. 

Mr Hashimoto must come 
up with something to show 
President Bill Clinton at the 
Apec summit in Vancouver 
which starts on November 
24. The Japanese govern- 
ment must be seen to be 
HniYiff something to boost 
domestic demand and reduce 
the country’s ballooning 
trade surplus with the US. 

Probably, the govern- 
ment's opportu nity to rescue 
the economy financial 
year is past. Japan’s leaders 
must now wait to see if the 
stalled economy drifts in 


Japan’s economic package 


• -DC- ni.hf - w'-'ks forward to this year, with payment 

• Bnncj t9So puoi... w... «... tv 

delayed until next year 
+ Try to r.boiish securities transactors . 

• Try to freeze or abolish land holder, .ax 

• Review regional tax on fixed 
assets and land solos 

• Try to cut corporate tax 

• Enact supplementary 
budget to assist farmers 

• Ease rule on creating 
companies to securitise real 
estate joins 

• Broader cvoiiohihty to* ■ -~ 
cr edits for housing, porch sou 

• Seport land tr.m'-.acticos e* 
post facto, rather them o’km.-J ' 
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• Deregulate prices of 
telephone ct?:!s 

• Ease rules on forcing 
ownership of broadcasting 
£ nd KDD {international 
calls) 

• Ease ruler, over 
{rucking fees 



recession. If it does, there 
rnight be enough of a sense 
of crisis that the po li ti cians 


and bureaucrats are forced 
to act 
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Bearish sentiment in the territory’s stock market is compounded by reg i onal devaluations 

Asian clouds drift nearer HK safe-haven 
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Hong Kong's post-handover 
stock market peaks now 
seem a distant memory 
amid some sharp falls and 
anxiety about the impact of 
regional currency crises. 

Fears of higher interest 
rates and the costs of the 
territory’s currency peg 
have pushed the Hang Seng 
index down 9 per cent this 
week. Its close yesterday 
was more than 25 per cent 
below its August best. Lon- 
don dealers said the volume 
of trading yesterday in the 
Hong Kong dollar was the 
highest an year. 

The HK dollar, which has 
been pegged to the US dollar 
at a rate of HK$7-80 since 
1983, suffered jitters, testing 
a support level of HK37.75. 
Yesterday one-year money 
market rates jumped from 9 
per emit to 10.75 per cent. 

Economists cite broader 
concerns about Hong Kong’s 
economic prospects and its 
safe-haven status. 

“We have revised down 


our growth forecast to 
below 5 per cent from 5£ 
per cent for 1998, reflecting 
our less optimistic view," 
says Dong Tao, senior econ- 
omist at Schraders. 

He cites factors ranging 
from concern over interest 
rates to a do wnturn in retail 
and tourism, which is vul- 
nerable to devaluations 
across south-east Asia. With 
the economy dominated by 
property and banking,, the 
rise in money market inter- 
est rates Is now seen affect- 
ing corporate earnings and 
gro wth . 

“There is increasing -pres- 
sure for banks to raise 
prime rates and this is 
adding to concerns about 
the property sector,” said 
Archie Hart, director of 
equities at BZW (Asia). “The 
market is reacting to a rap- 
idly increasing risk of earn- 
ings being hit quite badly.” 

Bearish sentiment has 
been compounded by the 
impact of devaluations else- 
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where in the region and the 

COStS Of maintaining the peg 
to the US dollar, the linch - 
pin of the financial system. 

“No one seriously thinks 
the peg is about to go,” says 
the managing director of 
one investment bank, citing 
political commitment in 
Hong Kong and Beijing, and 


the robust currency board 
system. “But defending the 
link, iii terms of higher 
interest rates, is costly for 
the market” 

Despite the sharp market 
fans, the Hang Seng’s 8 per 
cent decline since January is 
dwarfed by the falls from 
Thailand to Indonesia. But 
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Thai cabinet 
passes decrees 


By Ted Bardacke 
in Bangkok 

Thailand’s cabinet yesterday 
gave its final approval to a 
set of emergency decrees 
which set up a framework 
for a restructuring of the 
country's creaky financial 
system, but made little head- 
way in solving the political 
stalemate preventing their 
jmpI PTHfifi tfitlnni 

Late last night. Prime Min- 
ister Chavalit met leaders of 
Thailand's politically influ- 
ential military amid talk of a 
curfew as demonstrations 
continued outside Govern- 
ment House. 

Army leaders later said 
they would not carry out 
any such measures. The gov- 
ernment issued a statement 
pleading for patience and 
accusing “a third party" of 
instigating the demonstra- 
tions. 

The passage of the decrees 
did little to help support the 
baht, which fell to record 
lows both onshore and off- 


UK experts aid 
Bhutto inquiry 


By Jimmy Buns 

A team of senior British 
government legal experts 
has arrived in Pakistan in 
search of evidence support- 
ing the seizure of assets 
allegedly held by Benazir 
Bhutto, the former prime 
minis ter, and her family in 
the UK 

UK officials have told 
Pakistan that without the 
evidence they are seeking in 
Pakistan, they cannot act 
against bank accounts and 
properties allegedly held by 
the Bhuttos. This follows 
information provided by 
Pakistani investigators who 
have been in London. 

The derision to send a 
team of officials from the UK 
Home Office to Islamabad 
appears to have lent some 
credibility to the case 
against the Bhuttos. 

Legal provisions in the UK 
require the Pakistani author- 
ities to provide reliable evi- 
dence Unking namwl aggpfs 
with the proceeds of money 



the longer the upheaval per- 
sists, die more the territo- 
ry's fate is affected by its 
neighbours' troubles. 

“There is no doubt Haug 
go ng's f undam entals are 
much more robust t ha n else- 
where in Asia,” says the 
managing director of one 
investment bank. “But 
international investors have 
lost confidence in Asia.” 

This was underlined by 
this week’s decision by Bar- 
ton Biggs, a managing direc- 
tor of Morgan Stanley, to 
reduce Ids portfolio weight- 
ing for developed markets in 
Asia, including Hong Kong; 
from 2 per cent to zero. 

Hong Kong's government 
has played down the impact 
of the regional upheaval, 
arguing that with more than 
80 p er cent of GDP now com- 
ing from services, competi- 
tive devaluations in regional 
manufacturing economies 
will have limited impact. 
But it admits to concerns in 
the tourist sector. 


Tung Chee-hwa, Hong 
Kong's leader, has put prior- 
ity on increasing the supply 
of housing; an urgent task, 
he argues, if the terri tory is 
to maintain its competitive- 
ness and avoid social ten- 
sions. He has set his admin- 
istration a goal of building 
85,000 new homes a year 
from 1999. 

It is a bold target. But 
even if it fails, a net 

Increase could result. Given 
the importance of the prop- 
erty sector, the key question 
Is the impact thig will have 
on prices. 

Analysts are divided, with 
Michael Green at Salomon 
predicting further gains and 
Dong Tao at Schraders fore- 
casting a 20 per cent fall in 
nM« residential prices. But 
all are agreed on the stakes 
involved. “If yon knock the 
lads of supply prop from the 
market, there is not much 
else holding it up,” says 
Archie Hart at BZW. 
Currencies, Page 25 


shore. In Bangkok, the baht 
dosed at Bt38.67 to the US 
dollar compared to B137.67 
on Monday, while offshore it 
Ml to Bt38-70 from Monday’s 
level of Bt37B7. 

Traders worried about pol- 
itics after most cabinet mem- 
bers submitted their resigna- 
tions and coalition party 
leaders could not reach 
apwmpnt on remaking the 
government. ’ 

Hie decrees, drawn up by 
experts from the World 
Rfipk, flrapmri the Commer- 
cial Banking Act and the 
Finance Business Act to 
allow the central bank to 
intervene in institutions 
more quickly. 

They also establish a 
Financial Restructuring 
Authority and an Asset Man- 1 
agement Corporation to 
ov e r see rehabilitation or liq- 
uidation of the country’s 58 
suspended finance compa- 
nies. Two other decrees bol- 
ster the role of the govern- 
ment-operated depositor and 
creditor insurance scheme. 


laundering or drug crimes. 

While the Home Office 
wants to assure itself that it 
has sufficient legal grounds 
to proceed through a British 
court other British govern- 
ment departments are 
thought to be urging caution 
in the handling of the 
Bhutto case. The Foreign 
Office In particular is 
thought to want to avoid 
being drawn into a diplo- 
matic and political row over 
an issue which it regards as 
surrounded by more ques- 
tions than answers so far. 

Mrs Bhutto, who met the 
Queen on her recent visit to 
Pakistan, has described her 
links to alleged drug crimes 
as “absolutely untrue." Paki- 
stani investigators claimed 
that more than $3bn has 
been siphoned out of the 
country by the Bhuttos. 
Swiss police said they had so 
far identified S£r20m 
in frozen bank accounts in 
Geneva belonging to the 
Bhuttos in connection with 
corruption inqui ring 


NEWS, DIGEST . 


BJP survives 
state vote 

India’s Hindu revivalist Bharatiya Janata party emerged 
physically bruised but politically unscathed yesterday 
from a violent confidence vote in tire state assembly of 
Uttar Pradesh, India's most populous state. 

The BJP. with only 175 seats in the 425-seat house, 
dung to power after winning support from a last-minute 
split in Congress party ranks and backing from indepen- 
dent MPs. ft was aided by an opposition walkout after the 
pre-vote session descended into a m£16e of punches and 
missiles in the assembly. 

The vote in one of India's most politically volatile states 
was forced after the Bahujan Saznaj party, which repre- 
sents India’s lowest caste Dalits, angrily dissolved at the 
weekend an already fractious seven-month alliance with 
tire higher-caste BJP. 

BSP leaders tore up the alliance, claiming the BJP had 
begun “mistreating" Dalits - once known as “Untouch- 
ables” - in the month since it assumed title leadership of 
the state government, which the two parties had agreed 
to rotate every six months. BJP hailed its victory - in a 
vote of 222-0 thanks to the walkout - as a significant polit- 
ical boost, leaving the Congress party to reflect an a set- 
back in the state which it had monopolised in the 1370s 
and 1980s. Mark Nicholson, New Delhi 

m APB REPORT 

‘Slowdown to run into 1998’ 

TbeAsian Development Bank yesterday forecast a sharp 
slowdown in south-east Asian economies lastin g wen into 
1998 as a result of the regional currency crisis. 

“The defining element of today is uncertainty because 
the crises are still ongoing," said Dilip Das, an economist 

at the Sfenfla-based bank. He said gross domestic product 

growth for the region would fen from 7.4 per cent last 
year to between 4 -9 and S.7 per cent this year, and down ' 
to between 4 per cent and 5.5 per cent in 1998. The figures 
represent a significant dimbdown from the ADB’s previ- 
ous projections of 7.3 per cent and 7.5 per cent for 1998. 

Mr Das speaking at a symposium In Manila whit* 

is expected to form the basis of the ADB’s influential^ 
Asian Development Outlook to be published next year 
. High interest rates in Thafland^Malaysia, Indonesia’ - 
, 7 d - t ^ eI ? llll ? )mes ’ fogs 11 "* with postponements in critt- 
f 1 infrastructure projects would contribute to fee slow 
down, he said. This would be most pronounced to TtmL 

SftS” GDP ^ TOa “ * W Slut 

year ‘ Justin Marozzi, Manila 

■ PHILIPPINE INVESTMENT 

Foreign ownership eased 

ESS* 5K]5“ KaMOTia® yesterday 

ina^srtfee foreign ownership limit in local investment 

^, Pe ^ C f lt to 60 P®" c® 11 * bi a move to 

mjffOTe fee financial sector's competitiveness. . 

*** new legislation would provide “more 
guarantees to foreism mvest/w™ « i L ■ „ • 


m detenniningwhere they can best -sink their fuodfoi' 
maximum profitability”. ‘ luua wr . 
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A code is planned to stop areas outbidding eash othe r in the battle to attract fo fflj’ — 

Refereeing the regions in fight 


Ministers to 
review plan 
for Liffe 

development 


By Norma Cohen and Samer 
tekandar In London 

The government ha s ordered 
a review of the planned con- 
struction of 63,000 sq m of 
new space for the London 
International Futures and 
Options Exchange in the 
City of London, just two 
days hefOre the local author- 
ity was to consider granting 
approval 

The availability of the site 
at Spitalfields owned by the 
Corporation of London, the 
municipal authority for the 
City, was a key factor in per- 
suading Liffe against moving 
to new premises at Canary 
Wharf In London's Dock- 
lands. 

Yesterday, Tower Hamlets, 
the local authority which 
contains Spitalfields, 
expressed Us disappointment 
at the decision. It said the 
government had had the fall 
planning application since 
the summer. 

The Department of the 
Environment, Transport and 
the Regions said an order 
had been served on Tower 
Hamlets “to prevent them 
from making a decision 
without allowing the govern- 
ment to «ntamme all the pro- 
posals". There had been 
fierce local opposition to the 
plans and the government 
wanted to review them 
because of the size of the 
project, it added. 

The new site is part of a 
plan by the Spitalfields 
Development Group, a pri- 
vate body, to develop a 
mixed-use site consisting of 
99,000 sq m of new office 
space. The City of London 
Corporation, freeholders of 
the site, had leased it to 
SDG. 


T.iffp said yesterday it was 
still confident planning con- 
sent would be granted and 
the delay would be pinimni. 

An nfB trial at the exchange 
said: “The [government’s 
decision] is not unwelcome, 
as it means that serious con- 
aider aflqp will be given to 
our planning application at a 
senior go ve rnment level.” A 
long delay, however, could 
prompt l-if fe to re-examine a 
rival proposal for a site in 
Canary Wharf, in the former 
past London docklands. 

The choice of the Spital- 
fields site in December last 
year was believed to have 
been heavily Influenced by 
concessions granted to Liffe 
by the Corporation of Lon- 
don. These include an under- 
taking by the corporation to 
re-acquire the site should 
Liffe decide not to proceed 
with the new building at any 
time before December 31 
2001. 

Defections by large institu- 
tions are gradually eroding 
the City's standing as Lon- 
don's financial hub. 

Last year Citibank, the US 
Vmnk, chose to move its 
headquarters to Canary 
Wharf. 

Ear lier this year it was fol- 
lowed by BZW, the invest- 
ment bank recently put up 
for sale by Barclays Bank. 

lariating tenants at Canary 
Wharf also include Morgan 
Stanley and Credit Suisse 
First Boston, both of 
which have been expanding 
their office space in the 
area. 

Super-SIB, the beefed-up 
regulator of the UK financial 
markets, also decided in 
recent weeks to establish its 
headquarters in the redevel- 
oped docklands. 


I t sounds grand. A “con- 
cordat” to prevent job 
poaching between Soot- 
land, Wales and England Is 
being prepared by Marjptret 
Beckett, the trade and 
industry secretary. It aims 
to stop public money being 
used to finance wasteful 
competition for investment. 

Behind it ties not just a 
serious political argument, 
but an issue which goes to 
the heart of devolution far 
Scotland and Wales and 
siwwtena to provide a con- 
troversial backdrop to the 
planned creation of nine 
regional development agen- 
cies for England. 

In bilateral discussions. 
Bon Davies, the Welsh secre- 
tary, has flatly refused to 
countenance any veto for 
the Department of Trade 
and Industry over packages 
negotiated by the Welsh 
Development Agency. He Is 
prepared 'to consider a 
weaker protocol. 

Donald Dewar, the Scot- 
tish secretary, has given a 
similar message. “A veto is 
not realistic,” says a Scot- 
tish Office insider. “A sensi- 
ble accommodation should 
be possible which win meet 
legitimate interests, rather 
than a big stick.” 

It is questionable whether 


BcdM and VMa* out in front 
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a voluntary agreement 
would satisfy those in the 
English regions demanding 
change. “I doubt it,” says 
Sir George Russell, chair- 
man of the Newcastle-based 
Northern Development Com- 
pany. “There is no way 
other t han having a central- 
ised system.” 

There was anger in the 
north-east last antnmn 
when the WDA produced a 


£247m ($400®) package to 
persuade Korea’s LG to 
locate a £1.7bn electronics 
plant in Newport, south 
Wales. At the same time 
Locate in Scotland produced 
a substantial sum - some 
analysts say £147m — for 
Hyundai to set up a micro- 
chip plant in Fife. 

Controve r sy deepened last 
month when north-east offi- 
cials claimed a 1,000-jota 


investment planned for 
Northumberland by Acer, 
the Taiwanese co mputer 
company, had been thrown 
into the melting pot by a 
Welsh bid which virtually 
doubled overnight. Welsh 
officials insist they have 
stuck to both European 
Union and British aid rules. 

The issue has been bubbl- 
ing for 20 years since Scot- 
land and Wales acquired 


their own developmiant 
agencies, but wmpeWfa* 
fa-big projects has intensi- 
fied. English regions say *}<*• 
only do Scotland and ^des 

get most regional select** 
Sistaw* - M £ 

the £423m committed^ 
1996-97 - but also boost 

their packages wifli spend- 
ing on prope^’J^^ 
roads and even water “P" 

plies. In addithm. thfs'« 

allegations of attempts to 
poach companies ahwady 
established in England. . 

Sir George Bussell and Sir 
Colin Marshall, chairman « 
London First Cenfre, ^ 
capital’s inward tavMtmmt 
body, have called for , the 
DTI’e Invest in Britain 
Bureau to be the sole clear- 
ing house far bids .te 

iects from overseas, sir 
George told the NDCs 
..unTMi meeting last month- 
“We no longer tolerate a 
situation where we are con- 
tinuously disadvantaged 

against Scotland and Wal». 

The mirth stffl has thehigh- 

e*t rate of unemployment to 

Britain, whilst Scotland and 
Wales have rates at or near 
the tip**™* 1 average.” 

Tony Blair, the prime 
minister, has asked Mrs 
Beckett to sort the situation 
out According to Whitehall 


officials, any agreement 
must do two thin^^P 
gazumping once an tovestor 

for a location? and 
total packages, including 

ttanUl to ctarifrtb* rate*; 

ItwmUdewniMP**^ 
proactive rote tW <*» 

wovided ft was under cans*’ 

STSL. Bnt .HJ«Uem 

Sc otland must go into davo- 
lotion with as much power 
to attract investment *s 

lU Sth Locate fa Scotland 
and the WDA believe their 

success is Jg* 

experience of dealing With 
tavestors-MMstmarfaesw 

their main competition is 

overseas,. 

Ireland, and that ^if theft 

hands were tied ther^ft 

would be not more proSeca 
for England, but Invest- 
ments lost to the OK- 
A decision on the concor- 
dat is expected to a montft 
If the issue is not resolved 
now, say critics offaepr«- 
ent setup, the entry of tone 

English RD As trying toflex 
(hair muscles in a shtolar 
way wfll result in anarchy. 

Brian Groom 
James Buxton 


Leading 
pensions 
seller is 
rebuked 


By Christopher 
Brown-Humes in London 

Prudential, the UK’s biggest 
pensions group, was sharply 
criticised by the main City of 
London watchdog yesterday 
for not clearing up its pen- 
sions mls-seDtog cases fast 
enough. 

The Securities and Invest- 
ments Board said it was 
“deeply concerned" by the 
“serious shortcomings" in 
the Prudential’s conduct of 
its pensions review. 

The rebuke follows the 
company's failure to meet a 
deadline for resolving its 
most urgent mis-selling 
cases by the end- of Septem- 
ber. 

It has nearly 70,000 mis- 
selling cases overall — more 
than any other provider - 
but has only resolved 22£00. 

The public reprimand Is a 
serious embarrassment to 
the group, not least because 
its previous chief executive. 
Mick Newmarch, once 
claimed it had hardly any 
exposure to the scan d al. 

The prud ential is the only 
pensions provider regulated 
by SIB rather than the Per- 
sonal Investment Authority. 
Str cannot fine com pani es 
but it can criticise them pub- 
licly in a calculated assault 
on their reputations. The 
last time it did this was to 
1994 when It criticised Bar- 
clays Life. 

SIB said the Prud en t i al 
“has failed .. .to exercise the 
requisite due skill, care and 
diligence required of it to tts 
conduct of the pensions 
review. ..it has placed too 
much faith in its line 
managers and their reassur- 
ances." 

Prudential said it “very 
much regretted" what had 
happened. 

But it had taken action, 
j yirinding bringing in man- 
agement consultants, extra 
staff, and a new project 
leader to speed things up. 

It insisted it was making 
every effort to meet its final 
deadline of Man* 31 1398. 
The company has made a 
£450m (1729m) provision to 
cover compensation. 

More than half a million 
people may have been mis- 
goid a personal pension m 
the late 1980s and early 
IS90s r many being wrongly 
advised to leave generous 
occupational schemes. Some 
industry analysts fear the 
scandal could cost up to 
£Sbn. 


‘Bonding’ 
effort by 
party of 
opposites 

By Uam Haffigan in 
Eastbourne 

A family holiday may not be 
everyone’s idea of perfect 
harmony, but William 
Hague, the opposition Con- 
servative party leader, yes- 
terday took off his tie and 
rolled up his sleeves for 
what he hopes will be the 
two-day seaside break that 
re-unites his party. 

The trouble was that even 
the act of taking off his tie 
caused consternation among 
the Co ns ervative MPs gath- 
ered for the “banding” ses- 
sion to the south coast 
resort of Eastbourne, evok- 
ing memories to bitter lead- 
ership battles and a thump- 
ing election defeat. One MP 
noted that the group was 
split between those wearing 
jackets and ties and those 
who were wearing jumpers. 

Mr Hague soon asserted 
himself, creating a decidedly 
informal atmosphere among 
colleagues assembled for Us 
opening speech. “You are all 
aware," he told them, “that 
for some in the media , the 
very idea of Conservative 
MPs spending two days 
together is a novelty.” 

Beyond the jokes though, 
Mr Hague ensured that yes- 
terday and today Us parlia- 
mentary peers are imbued 
with serious messages. 

Developing the “toler- 
ance” theme to the recent 
party conference in the 

north-west England seaside 

town to ‘Blackpool, he said: 
“I want us to listen _ to 
people from all walks of life, 
teachers, young people and 
our ethnic minori- 
ties... people to whom we 
have traditionally not lis- 
tened enough." 

Dismissing the govern- 
ment as “without principle 
or conscience”, he told his 
charges to “pounce on 
Labour’s every mistake” in 
the House of Commons. 

Both days combine formal 
lectures - on, among other 
«tiriff c r social and economic 
change and the art of oppo- 
sition - with smaller group 
OfBciimn mi issues such as 
media handling and image 
projection. 

But many senior party fig* 
ures have declined the East- 
bourne outing- Former 
prime ministers John Major 
and Sir Edward Heath were 
not present, and Nicholas 
Soames, former armed 
forces minister, refused to 
attend “on principle”* 
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They wouldn’t have survived their migration 

if they couldn’t have stopped at their feeding grounds; 

■ 1 ' 

they couldn’t have stopped if construction 

on a nearby power plant had scared them away; 

the construction wouldn’t have waited 
if not for the engineers of ABB. 
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Visit the ABB World Wide Web site at http-7/www.abto.com 
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Employers group survey highlights interest rate dilemma as exporters report squeeze 

Plea to clarify policy on single currency 


By Robert Chato 
and Robert Taylor 

UK manufacturers are 
seeing export orders slide at 
their testiest rate since the 
depths of the last recession, 
but the Confederation of 
British Industry fears shills 
shortages may yet liemg^ 
higher interest rates. 

The latest quarterly sur- 
vey of nanufacterers by the 
employers' organisation 
underlines the dilemma 
which the Bank of En gland 
faces In setting interest 
rates, Sterling's strength 
is p un is hin g exporters and 
encouraging import penetra- 
tion, but shortages of skfliad 
workers threaten upward 


pressure on Inflation. 

The CBI accompanied the 
Industrial trends survey 
with a plea to t he govern- 
ment to end the co nf usion 
about its policy towards the 
single European currency* 

Adair Turner, CBI direc- 
tor-general, said last night 
he hoped the government 
would not rule out UK par- 
ticipation in 2001 or 2002. He 
added that employers 
accepted that the UK could 
not Join in 1999 or 2000, but 
wanted the government to 
accept in principle that it 
"wished to be part of a suc- 
cessful EnuT. 

The pound rose again yes- 
terday as expectations of 
early . participation in the 


single currency faded, fur- 
ther tightening the screw on 
the export sector. Over the 
coming four months, manu- 
facturers expect prices to be 
more of a constraint on 
exports than at any time 
since the spring of 1981. 

CBI economists said that 
exporters were struggling to 
stay in the overseas markets 
they had won by sacrificing 
profit margins. But the 
National Institute for Eco- 
nomic and Social Research 
warned that an expectation 
that the strength of sterling 
would not persist "will delay 
the point at which exporters 
are forced to face up to the 
high exchange rate, but not 
put it off indefinitely”. 


Sterling rose three pfen- 
nigs to DM2.9184. well above 
the DM&50 to DM2.60 which 
the CBI believes is sustain- 
able, and the DM2.50 or less 
at which the institute 
believes it would be safe for 
sterling to enter monetary 
union. 

The CBI said yesterday 
that interest rates should 
remain on hold. “But a rise 
may prove necessary if infla- 
tion in wages takes bald and 
the domestic economy con- 
tinues to grow strongly.” 
said Andrew Buxton of the 
economic committee. 

Skills shortages are a 
greater barrier to increasing 
factory output than at any 
time for nearly eight years, 


Manufacturings turning the corner? 

46 balance (mom optimistic itian four months ago) 
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the survey showed. The pro- 
portion of businesses report- 
ing spare capacity also fell to 
45 per cent, from 54 per cent 
in July's survey. 

Manufacturers report that 


output growth has picked up 
a little in the past four 
months. Business confidence 
rose a little, even though 
domestic demand rose at its 
slowest this year. 


| UK NEWS DIGEST 

Call for tighter 
rules for BSkyB 

Don CnxLckshank, the telecommunications regulator, 
yesterday urged tighter obligations on British Sky Broad- 
casting, the satellite television company, to ensure that it 
sells programmes on fair terms. Mr Cruickshank, director- 
general of OfteL, called for BSkyB to be barred from using 
tts sports and movie channels to force cable companies 
and distributors to supply its other channels. Mr Cruick- 
shank, who will step down next spring and has advocated 
a number of measures to ensure Hair competition between 
BSkyB and cable companies, made his remarks to a Euro- 
pean cable conference in London. Although he has no 
direct responsibility for programming on BSkyB or cable 
channels, which is regulated by the Independent Televi- 
sion Commission, Mr Cruickshank ’s call could influence a 
forthcoming government review of regulation. There have 
been growing pressures on BSkyB from regulatory bodies. 
The European Commission has been inquiring into 
BSkyB's contract to supply programmes for the British 
Digital Broadcasting service next year. John Capper 

■ RAIL SAFETY 


Union chiefs dismayed over Emu uncertainty Drivers’ claim prompts probe 
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By Robert Taylor 
in London 

Trade union leaders expressed 
dismay yesterday at the possibility 
that the government might rule 
out British participation in Euro- 
pean economic and monetary 
union tar the lifetime of the pres- 
ent parliament. 

John Monks, general secretary 
of the Trades Union Congress, said 


the government would be maHng 
a “grave error” that would destroy 
Jobs, discourage inward Invest- 
ment and end the government’s 
bid to play a leadership role in 
-Europe. “I think a prolonged 
absence tram the Euro will be 
harmful to British Jobs," he said. 

Ken Ja ckson , general secretary 
of the AE33U engineering union, 
said he was “devastated” by the 
possibility of the UK not Joining 


Emu before the next election. 

“I know from my talks with 
companies over recent weeks that 
this will cost thousands of jobs in 
the British engineering industry,” 
be said. Tt would mean relegating 
the UK to the fourth division in 
Europe alongside Greece and Por- 
tugal. The prime minister should 
say we intend to join Emu and 
become a major player in Europe.” 

Peter Lilley, Treasury 


spokesman for the opposition Con- 
servative party, attempted to 
embarrass the Treasury by asking 
the governor of the Bank of 
England to investigate whether 
reports in the Financial Times and 
The Times about changes to the 
government’s Emu approach had 
created a “false market”. 

Referring to recent gyrations tn 
share prices and currencies, his 
letter to Eddie George said: “No 


one investing in London’s finan- 
cial markets can be confident that 
the value of their assets Is not 
subject to political manipulation.'* 
In Strasbourg, Theo Waigel, 
Germany's finance minister, 
implied that even if Britain 
wanted to join Emu in 1999, it 
would not be able to because ster- 
ling would not have been a mem- 
ber of the European exchange rate 
mechanism for two years. 




JLdast year in South Humber Bank, UK, one of the wonders of technology 
collided with one of the wonders of nature and something wonderful happened. 

Nature survived. 

The largest combined cycle power plant in Europe was under construction. 

Unfortunately, it was on a site adjacent to a feeding ground for migratory birds. 

Fortunately, the company doing the construction was ABB. You see, ABB is one company 
that’s not only committed to the business of electric power generation, it’s also committed 

to the preservation of the environment. 

And it’s a commitment that stretches from ABB’s senior management 
all the way through to its subcontractors on the construction site. 

Which is why during the months between September and March, 
construction on the plant, which might have alarmed the migrating birds and 
prevented them from feeding, was abruptly stopped. 

The power plant, which is representative of modem power plant technology 
(highly efficient with minimal impact on the surrounding environment), was finished 
only after the birds had completed their annual migration through the area. 

A fact that made English environmentalists very happy. 

Not to mention the birds. 


INGENUITY AT WORK 




An investigation into safety at one of the UK's busiest 
train companies began yesterday after some of its drivers 
said they were in danger of falling asleep at the controls 
because their shifts were too long. The Health and Safety 
Executive is looking into allegations that drivers with 
Cotinex South Eastern, owned by French transport group 
Compagnie General e des Eaux, are having to work exces- 
sive hours after new rotas were introduced in the sum- 
mer. More than 600 drivers with the company - which 
runs trains from the capital to south-east England - now 
regularly work 10-hour shifts. Connex rejected c laims that 
the new shift patterns were dangerous. It said drivers' 
working week had been agreed with Rail track, owner or 
the rail system's Infrastructure, in the summer in accor- 
dance with safety regulations. 

■ OIL SPILL 

Sea Empress compensation settled 

The battle for compensation for the Sea Empress oil spill 
off the south Wales coast in February last year was set- 
tled yesterday. The Internationa] Oil Pollution Compensa- 
tion Fund, a United Nations offshoot funded by oil compa- 
nies to deal with tanker incidents, decided the scheme 
and the tanker’s owners should pay for 100 per cent of 
losses suffered by local businesses and residents - up to a 
total of £50m ($81m). The total amount available to claim- 
ants, mostly in tourism and fishing in the area has been 
increased from 75 per cent of costs. A massive clean-up 
was staged after the Sea Empress ran aground off Milford 
Haven, sp illing 70,000 tonnes of crude oil, killing seabirds, 
seals and other marine life. A report found 1,400 jobs were 
lost as a result of the disaster, which cost local tourism 
and fishing an estimated £30m. Juliette Jaunt 

■ GOVERNMENT 

Role of press officers probed 

A House of Commons committee is to investigate the con- 
stitutional tippling tirms of the government's attempt to 
exert tights' control over civil service press officers. The 
new public administration committee, chaired by Labour 
MP Rhodrj Morgan, is to consider if recent government 
requests for press staff to “argue their case" with journal- 
ists is consistent with pledged freedom of information leg- 
islation. 'There has also been concern at the departure 
since May's general election of press chiefs from seven 
government departments. There was speculation that Jon- 
athan Haslam, mice a press secretary to former Conserva- 
tive prime minister John Major, resigned as head of infor- 
mation at the education department over a “party 
political” press release. Liam Halligan 

■ SOCCER VIOLENCE 

Police forces urged to co-operate 

Jack Straw, the home secretary, yesterday called for 
cooperation between European police forces to ensure 
that hooligans do not wreck next summer’s soccer World 
Cup in France. Mr Straw, who was in Paris to meet his 
French counterpart Jahn-Pierre Chevenement, wants 
expertise to be pooled to ensure the scenes before and 
during England's recent qualifying game in Rome - when 
police used batons in clashes with fans - are not repeated. 
He is bringing together police chiefs from all over Europe 
at a seminar In the UK early next year. 


Reskilling urged 
to tackle crisis 
in engineering 


By Simon Target! 
in London 

Ministers should establish a 
system of “mature appren- 
ticeships” for those aged 
over 25 to tarltlp the short- 
fall of 5,000 engineers which 
threatens to undermine UK 
manufacturing competitive- 
ness, the Engineering 
Employers' Federation said 
yesterday. 

The scheme, washing the 
prigHTtg modem apprentice- 
ships for 16 and 17 year olds, 
should be financed with with 
cash from redeployed redun- 
dancy and social security 
payments, the federation 
urged. 

The call follows a survey 
of MPs carried out by the 
Harris polling company, to 
be p ublished this month, it 
shows that more than four 
in five MPs endorse the idea 
that funding for over -25s 
should be available for those 
wishing to reskill and under- 
take apprenticeships in engi- 
neering, manufacturing or 
construction. 

Of the 166 MPs questioned, 
more than 90 per cent of 
Labour and Liberal Demo- 
crats backed the proposal, 
along with jUBt over 
50 per cent of Conservatives. 

Ann Bailey, head of educa- 
tion and training at the EEF, 
said the government s ho uld 
switch social security funds 
from redundancy to reskill- 
ing. 

“Social security money 


could be utilised to fund the 
over-25s, and instead of mak- 
ing them redundant, employ- 
ers would he encouraged to 
reskill them,” she said. 

She added that there was a 
“market" for reskilling 
mature employees. Many 
employers would offer 
mature apprenticeships if 
there was some government 
funding, she said. 

The cost of a four-year 
modern apprenticeship is at 
least £26,000 ($42,120), with 
employers contributing 
three-quarters of the fund- 
ing. 

But the cost of training 
mature employees, and hit- 
ting the shortfall targets, 
would be less because a 
mature apprenticeship, tak- 
ing account of previous work 
experience, would only last 
two years. 

Ms Bailey said the scheme 
could be modelled on Swe- 
den's Uaxtkraft-Mal scheme 
for reskilling those who 
would otherwise be made 
redundanL 

The Swedish scheme is 
jointly funded by the govern- 
ment, employers and the 
European Union. 

Ms Bailey said that untap- 
ped EU resources could be 
used to support the scheme. 
The EU's Adapt fund, which 
totals £8m and which con* 
tributes to tbe Swedish 
scheme, was not fully 
exploited by the UK under 
the former Conservative 
administration. 





INFORMATION TECHNOLOGY 


Internet access ■ Alan Cane 


An eye on 
the mains 
chance 

A gas and electricity group is working 
on ways to use electric cables instead of 
phone lines to tr ansmi t data into homes 

T he day when you simply whatever else is happening on the 
plug your computer into line- Electrical cables are hugely 
the m a ins wall socket for noisy and turbulent, a horrible 
power and information environment for the comnler com- 


T he day when you simply 
plug your computer into 
the mains wall socket for 
power and information 
came a little closer this month. 

Norweb Communications, tele- 
communications arm Of the UK gas 
and electricity group United Utili- 
ties, has been experimenting with 
ways of transmitting Information 
over electrical cabling for the best 
part of a decade. 

Last year a group of its custom- 
ers were credited with a world first 
when they were able to make 
domestic phone calls over the coax- 
ial power lines that connect their 
homes to the local substation. That 
experiment used a variation on the 
cordless telephone standard CT2; it 
demonstrated chiefly that while 
the technology worked, it stm had 
some way to go before it could be 
offered commercially. 

Two weeks ago, however, Nor- 
web and its partner Northern Tele- 
com, the Canadian equipment man- 
ufacturer, unveiled a technological 
breakthrough in delivering inter- 
net data over power lines which it 
hopes win be the bams of a com- 
mercial service wi thin two years. 
Market trials serving about 200 
homes are expected in the north 
west of the UK early next year. 

The nnnnirrawrietrt created huge 
interest chiefly because it opened 
the prospect of a low cost and effec- 
tive alternative to British Telecom- 
munication’s “local loop", the final 
connection between the exchange 
and the home or office. Ownership 
of the local loop gives an incum- 
bent operator a substantial 
advantage in warding off new 
competitors. 

For the moment however, the 
Norweb and Nortel breakthrough 
applies only to internet data; the 
transmission of voice and video 
will have to wait far further refine- 
ments of the technology. 

The essence of the breakthrough 
is a technique far ensuring that the 
data gets through irrespective of 


whatever else is happening on the 
line- Electrical cables are hugely 
noisy and turbulent, a horrible 
environment for the complex com- 
binations of electrical pulses which 
constitute data messages. 

Internet data is conveyed to the 
electricity substation by any one of 
a variety of means - optical fibre, 
coaxial cable or twisted copper 
wires. 

The internet signal is injected 
into the power cable after it leaves 
the substation and transported into 
the home by the modulation of a 
high frequency carrier wave 
imposed on the much lower mains 
frequency. 

Each substation serves between 
150 and 250 homes. The data signal 
is extracted from the power line by 
a filtering unit set close to each 
domestic meter. It is then delivered 
to a persona} computer via conven- 
tional coaxial cable. 

For the moment, Norweb is 
using a special printed circuit 
board or card in the PC to handle 
the internet data. When the system 
is produced in volume, the data 
wifi be delivered to a stand-alone 
“black box" capable of being 
plugged into a PC, or other devices 
such as television sets, network 
computers and games consoles. 

One possibility would be a flat 
screen embedded in a kitchen 
worktop through which recipes 
coold be retrieved from the 
internet 

According to Norweb and Nortel, 
the system solves three problems 
that are hindering the take-up of 
internet in the home - access to 
the home, ta transmission rates 
and capital cost They argue: 

• Access to the internet through 
the existing electricity supply 
offers permanent on-line connec- 
tion for virtually everybody with 
the potential for lower charges. 

• The technology enables data to 
be transmitted at rates of more 



than 1m bits Of information a sec- 
ond. nearly 10 times faster than 
ISDN, the fastest technology avail- 
able for domestic use today. 

It has to be pointed out, however, 
that the the speed of the internet is 
rarely a function of the access 
mechanism - it is usually the 
speed of the host computers that 
determine how quickly information 
can be down-loaded. Norweb’ 8 
down-loading demonstration used 
information from an off-line server 
rather than from the internet itwif. 

• Investment costs for the elec- 
tricity companies are low while 
customers would be expected to 
pay only £200 or so for the "Mack 
box". 

There are limitations, however. 
Mains electricity has a frequency 
of 50 cycles per second; to trans- 
port the amount of data- in an inter- 
net signal, the carrier wave must 
have a frequency of at least lm 
cycles per second. At this fre- 
quency, ™nw wires will behave 
like a radio antenna and emit a 
radio «i gnai ca pable of int erfe rin g 
with other domestic appliances 
such as television sets, home com- 


puters or music systems. The 
answer is to keep the power down 
to a few millivolts. 

Hbw does SUCh a del i cate si gnal 
get through the maelstrom of 240 
volt mains power complete with 
unpredictable “spikes” or surges 
caused by the ’switching an and off 
of domestic appliance*?? 

Norweb and Nortel are coy about 
the methods involved but it 
seems to involve a combination of 
“spread spectrum” technology - 
where the data is spread over a 
number of frequencies to ensure 
that, some part of the signal get 
through — and retransmission. 
Internet data is transmitted in 
“packets”, each with its own 
address. If some are lost during 
transmission, they be sent 

again . 

The partners reckon that the 
combination of speed and a perma- 
nent, flat-rate internet connection 
will make possible the delivery of 
CD quality audio, video Hips , ani - 
mation and high-speed garmp g and 
videoconferencing services.. 

They also paint out: “The emerg- 
ing potential of the internet to 
transmit voice is also expected to 


be an important driver as this tech- 
nology reaches the stability and 
robustness of a managed service”. 

Norweb and Nortel are not claim- 
ing their new technology is a com- 
plete answer to internet acc ess . It 
occupies, they say, the middle 
ground between speed and cost 
fast enough for domestic use, cost 
effective enough for operators to 
generate a return on their 
investment. 

It will be marketed chiefly in 
Europe and the Asia Pacific region. 
Differences in electrical power 
r r h a itinn mean it will not prove 
cost effective in the US. 
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Software WinneG 
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McLaren k one of the wtmtogesi 
teems in FonrnJa One tifetoy. 

Snce 1968, McLaren has wn 
seven Constructors Worid Champi- 
OBl^nlreDriwr’sWbmChampf- 
onships and more man 100 Grands 
Wx.NoltoireitlonltireebKferapo- 
6s 500 wins, fa Letters 24 hour 
endurance race ad five consecutive 
Can-Am sports car Wes. 
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Ron Dennis, 

f * 

Manegifig Director. 
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West Md w an Morcode 

'To win consistently, you toe . 
to haw the best Tlrfs why aeVe 
teamed m vtfi Computer Associ- 
ates,’ says ton Darts, Ifenaging 
Director tor Mdaren htemafloraL 
•Processing our engine and race 
ifete effldafly and taNfgenfy is 
cnriai and CA Is helping us approach 
it in an entirely new manrar.’ 

UnderatBchriogypainershp, 
fa West Mdaren Mercedes Formula 
Ore Teem aid CA are developing an 
innovative new sok&xi that gives the 
racing team’s engineers fa abSty 


Formula cat's performance data. 

BukanuidCA'slintoenter* 
TNG’, fa program can monitor fa 
telemetry dab tM fa race car 
transmits to fa pits wtSe rs racing. 
Eiwyfaig from tfiutfe response to 
b#e pressure to ewn fa G-ftxtes 
exerted on a drtver. TNG then 
dspteys the data through rswrant- 
winrtrng 3-0, Real World htefoce*. 

1 have a iavortte saying, that is, 
to oome In second is b be fa firsf 
of the losers.' says to Demis. 

"fit McLaren we’re antewsted only 
to wiring art « associate cu- 
selves orty wiring companies. 
WBi Computer Associates and 
Mrtaen, we hwe two wtontng 
compart ies stetog a eorraron goal 
and common partnereWp," 


oiwaraiBtaocttKi 


mnwre Ir.run " — 


Software superior by design. 


Faster route 
to web sites 

The world wide web has 
sometimes been dnbbed 
“the world wide wait” by 
users frustrated by delays 
and lengthy download 
ttmwi- However, a new 
service concept called cache 
management, pioneered by 
Mirror Image, a 
Stockholm-based start-up, 
aims to ease the problem by 
changing the way 
information is handled on 
the internet 

Mirror Image's system, a 
“Mack box” which it is 
marketing to large internet 
service providers, is 
designed to speed access to 
web sites, particularly 
those physically located in 
North America, by storing 
web content locally on huge 
Terabyte servers. 

The system uses 
intellig en t wriitug 
techniques at two levels. 
When a request for a web 
page is received by an ISP 
it Is filtered through a 
sophisticated cache router 
in the ISP's network. If the 
web page requested is 
already stored locally It is 
forwarded immediately; in 
the event of a cache “miss” 
the request passes to a 
regional Terabyte server 
where the content of all 
requests made to each 
participating ISP is held, 
providing far greater cache 
content 

If the web page is not 
found in either cache, then 
the request passes to the 
original source in the usual 
way. On delivery, that page 
is copied by the cache 
router, expanding the cache 
and benefiting the next 
person requesting it 

Minor Image, Sweden: tel 
50625500 

totmD.mirror-itnage.cam 

Memory in a 
small space 

A solid state memory 
system with capacity of 
86GB per sq cm - several 
times more than is possible 
□sing c urrent hard disks - 
has been developed by 
Professor Ted Williams at 
Keele University in the UK. 

Backers of the system say 
it has applications for 
computer and processor 
memory - especially small 
palmtops where space is at 
a premium - for credit 
cards and smartcards, and 
for high security 
banknotes. The high 

data-density substrate used 


■ v a t -i — l: 



in the process can be put oh 
to virtually any surface. ' 

The system is based -on 
the magneto-optical 
technology used far reading . 
CD-Bams,bnt has a 
different operating . 
approach. A single unit 
with storage capacity of 
86GB of rewritable RAM 
data, bat using the . . - 
computer’s processor, 
would measure 3cm x Scan x 
LScxn. Production costs are 
expected to be less than £30 
for a unit of this size. 

Commercial aspects of 
the development are bring 
handled by Mike Downey of 
Cavendish Management 
Resources. 

CUR, UK: tel (0)171 636 
1744, fox ( 0)171 6365639, 
e-maU cmriQcmntk.com 

Big capacity 
floppy disk 

The number and types of 
storage device continue to 
multiply- The latest attempt 
to oust the old 3.54ndh 


floppy as theprefecred 


from Japan’s Sony and Fuji 
Photo Film companies. 

They have j ointly . 
developed the tiiFU, a new : 
3^in floppy disk system ; 
with ja. 200Mb storage 
capacity - double that oT 
Iomega's market-leading ■, • 
Zip drives —making it the • 
largest c&pacity floppy disk 
system: ' 

• Tike the c ompeting LS120 
drive, BQFD drives ere also 
backwardly. compatible for 
bothireodtng and writing : 


The system wfllbe ' *,•' 
launched next month. ! ' 
Sony UK 01332 8itel7, . j 
Fufi Photo 0171 753 0606. m \ 

Definition ini 
the picture • ; 

Until recently the quality of- 
tmage available from a low - 
price digital camera left ; ' 

much to be desired. Postage ’: 
stamprsize images looked • } 
fine on a computer screen, ••••• ^ 


but their imperfections ' : 
becanm afi tpoobvfous 
■libttotoihagE ^iKlBiwI .- 
Trne photographic - 
quality images reqoired a . 
hefty investment in a. 
digital camera costing from 
£1,000 upwards. But, just In 
time for Christmas^ digital 
camera manufacturers are 
launching higher definition 
machines. - 

. These machines, snchias ’ 
Eps<mVPhotoPC$00 
camera, boast l,<124x768 ’ /• 
pixel images rattier than - 
the 640x480 which has been 
tiie de facto consumer 
standard to date: 

Epson’s new digital, 
camera, which is expected ' 
to cost about £600, Is much 
more like a standard 35mm 
SLR machine and features a 
digital zoom, buflt-in colour 
. liquid' crystal display and ' 
the ability to output ... V.; 

photographs directly to a ' 
television or monitor v 
enabling it to. be used as a l ■-} 
presentation tool. r 

Epson (UK): tel (0)i442 261- 
144, www.epsonxom '-'X : 

. . " *J| 

Cards with: 


As use of smartcards grows 
worldwide, increasingly - ; 
sophisticated applications r, 

are placing greater 

demands on chip - 
performance. This is ■ 
spurring research into 
smartcard chips wttir * ' 


and no loss of transaction 



Scanning in fine focus 

Faceup scanning: a digital scanner designed to provide 
dear Images quickly from books and journals without 
da magin g them, has been launched by Bell & HowelL 
Previously, even if the spine of the book was pressed 
town, print near the inside gutter could be blurred or 
mstorted In the Imaging process. B&ITs £9,500 FUemaster 
Book Scanner, (above) holds the book face m while a 
sensor detects the distance to each page, adjusting the 
fwa! len gth to compensate for page curvature, image 
processing eliminates distortion in the gutter area, 

Sen & Howell, UK- tel (0)1734 251234, fax (0)1784 880413: 
email enserm&mpa.beUhowelLcom *80413. 


— — — 

• technology is Feram 
vffriToelectric random access 
'memory), which offers 
speeds 20 times faster than 
existing Eeprom technology 
yrtfh up to 10 times the 
^mmary capacity, it also- - 

«sea only a fraction of the 

power of any other memory 
. technology. 

Motorola and Matsushita - 
Electronics have . 

A joint research and : 

development project to 
Prince the next generation 
of chip technology for 
sm «rteards^baaed on Feram i 
rathCT than Kcyrmn 
Motorola (Franooise 
Grundjetm): tel UK (0)1355 
336408, fax (0)1355 24274% 
web mowjnot-spsjxtmj; 
Matsushita, Japan (Tatsuo ’ 
Otsuki), tel 726827094 fax 
726827093. ewtofl 


and Andrew Baxter. 

W brmationamlKsentoux 

email to 
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THE GLOBAL 



Global A lliances Hand world 


How Hewlett-Packard gets the best out of alliances 


When even a 
rival can be 
a best friend 

Stefan Wagstyl explains how companies can form 
links to avoid the risk and cost of acquisitions and 
the slow process of building businesses from scratch 



iHeadett-Padcam, the us etedronfcs gimp, L. .... 

i canpany'scwpwatH development tfirector, sets oat HP's affiance-making rules: 


[• Bespecfflc about what you want tew 
I go to a co wp a a y and say TWe get on wrefl. 
Irfa find aonfsttatfl «e eaa do tagrthef.’ 

(• Start wttb a narrowaJCance and 


9 Always look for an e»nf sacccss. 

• Hake sore teat ttn people who wH knpteieirt 
tte deal are touched in tte noBOttattows. 

• G» for the bertpossfcie partners -market 
loafers fa ft* fle«s, . no^fotorers. 


• flnce pm tone no w flap* ** 1 
art up sfsjmk to a^a^a eefl^ 
tamHnw ft sjtaiBdTlP^u* ■ s*"? 1 


T he proposed 
co-operation agree- 
ment between Brit- 
ish Airways and 
American Airlines, which 
has held the attention of 
competition authorities in 
the US and Europe for more 
than a year, is only the most 
dramatic example of the 
growth of corporate alli- 
ances. 

Increasingly, companies 
are seeing alliances as an 
alternative to the risk and 
expense of acquisition and 
the slow process of growing 
businesses from scratch. 
Alliances come in many 
forms, ranging from distribu- 
tion pacts - including those 
between Coca-Cola, the US 
soft drinks group, and its 
bottlers - to equity mergers 
such as last year's $90bn 
(£55bn) tie-up in pharmaceu- 
ticals between Switzerland's 
Sandoz and Clba to form 
Novartis. 

While cross-border direct 
investment is expanding rap- 
idly, acquisitions and espe- 
cially alliances are increas- 
ing even faster, according to 
David Ernst, the leader of 
McKinsey’s global allian ce 


practice. He estimates the 
number of such agreements 
is rising at 20 per cent a year 
and will continue to grow, 
especially in developing 
countries, where multina- 
tional companies seek local 
partners to help establish 
themselves. 

Alliances have long been 
part of the corporate 
armoury, notably in oil and 
minin g, where companies 
learnt in the 19th century to 
share risks by taking stakes 
in each other's projects. 
Later, manufacturers such 
as Coca-Cola and Unilever, 
the Anglo-Dutch group, 
struck local distribution and 
production deals around the 
world. High-technology com- 
panies followed suit, notably 
Hewlett-Packard, the US 
electronics and computer 
group, and Xerox, the US 
copier company, which 
established Fuji -Xerox, its 
pioneering partnership with 
Japan's Fuji Film, as long 
ago as 1962. 

But in the past 10 years, 
the race to globalise has 
given allian ce-b uilding fresh 
impetus. Some companies 
remain wary of ventures 


where they are obliged to 
share control. Percy Barne- 
vik, chairman Of ABB, the 
Swiss-Swedish engineering 
group, says: “Where possi- 
ble, we like to have 100 per 
cent ownership." 

But many groups believe 
the gains outweigh the 
losses. Judy Lewent, chief 
financial officer at Merck, 
the US drugs group, says: 
“The beauty of a joint ven- 
ture Is the eliminatio n of the 

risk anri riiminatinn of an 
acquisition premium. The 
downside is the complexity 
of manag in g the venture and 
having to share the pie.” 

Alliances come in several 
types: 

• Technology sharing. As 
the costs of developing new 
technology rise, the incen- 
tive increases to buy innova- 
tions ftom other groups, 
using licensing agre emen t s 
But rather than attempt to 
put a price on a half-devel- 
oped product, some technol- 
ogy leaders often prefer to 
pool resources by exchang- 
ing Innovations with peer 
companies. Hewlett-Packard 
has scores of such agree- 
ments with companies 


including International Busi- 
ness Machines of the US, Sie- 
mens of Germany, and 
Japan’s Hitachi. Canon, the 
Japanese optics and elec- 
tronics group, is also a vet- 
eran alliance-builder. Ryuza- 
buro Kakn, its honorary 
chairman , says in a recent 
Harvard Business Review 
article that such alliances 
must be struck “from a posi- 
tion of strength. A company 
must have patents to use as 
“bargaining chips". 


acquire rivals, notably in 
Boeing's $13.3bn acquisition 
of McDounell-Douglas and 
other deals in defence and 
aerospace. But where acqui- 
sition is expensive or prone 
to political opposition, alli- 
ances can offer better pros- 
pects. The Airbus consor- 
tium was formed to 
circumvent political hostility 
to full-blown takeovers in 
European aerospace. 

Meanwhile, in the airline 
Industry, where many gov- 


While cross-border direct 
investment is expanding rapidly, 
acquisitions and especially 
alliances are increasing even faster 


• Consolidation. Globalisa- 
tion Is forcing companies 
that used to eqjoy protected 
home markets to compete 
with foreign rivals. Long 
present in manufacturing, 
these pressures have in the 
1990s spread to the utilities 
and other Industries affected 
by liberalisation. 

Many companies have 
responded by trying to 


emments still foster national 
carriers, there are no fewer 
than 363 alliances among air- 
lines, including 54 involving 
equity investments, accord- 
ing to a survey by Airline 
Business, a trade magazine. 
• Out-sourcing. The 
increasing use of out-sourc- 
ing instead of relying on 
in-house resources is the 
weilspring for many alli- 


ances. For example, General 
Electric, the US electrical 
engineering group, offers 
utilities long-term mainte- 
nance contracts in which its 
revenues are based on a 
share of the money the cus- 
tomer saves through 
improvements in servicing. 
In computer services, J-P- 
Morgan, the US bank, has 
asked Andersen Consulting, 
the consultancy arm of 
Arthur Andersen, the 
accountants, to run some of 
its information technology. 
The companies both have 
access to any innovations 
that are generated. 

• Market entry. Perhaps 
the most common form of 
alliance is between a multi- 
national and a local com- 
pany acting as an entry 
point into a new geographi- 
cal market. The classic 
e xam ple Is Coca-Cola whidi 
has teamed up with local 
bottlers in more than 100 
countries. Often, western 
companies have traded tech- 
nology and/or brand power 
for local market knowledge, 
especially in east Asia, 
where government policy 
has frequently prevented the 


Own words 




Keep control of revenue 
generation during a merger 




This year Fred Hassan took 
over as chief executive of 
Pharmacia & Upjohn, the 
troubled pharmaceuticals 
company formed in 1995 by 
a US-Swadish-lta/ian 
merger. 

'* It’s always easier to 
implement domestic 
mergers because 
you have 

’y. V geography, culture 
and accounting systems in 
common. And there's a 
sense you can move swiftly 
and decisively with a lot of 
confidence. 

Acquisitions tend to be 
easier than mergers 
because one side is in 
control. This facilitates 
faster decision-making: one 
does not have to make 
compromises. In mergers 
you are going to make 
decisions by committee. 

You are counting heads to 
make sure representation is 
fair and you sometimes 
don't get the best people in 
upper management 
Ultimately things sort 
themselves out but it might 
take nine months or two 
years. 

One critical element is not 
to allow the top line growth 
to break Its pattern in any 


big way. People take their 
eye off the ball and if the 
top line goes into a 
downward spiral then the 
benefits of operating 
expense reduction are 
partially negated by the 
declines in gross profit from 
declining sales. Do not lose 
control of your revenue 
generation during the 
merger process! 

Managing globally from 
the centre involves three 
kinds of important 
interaction. First, dealing 
with the corporate functions 
such as legal, corporate 
communications, human 
resources and finance. They 
are generally located on the 
same site. 

Second, there is global 
research and marketing. 

The interface between those 
two is critical in our 
business, and they are also 
at the same site. 

Third, the links with 
regional management, and 
that’s just three or four 
people. For us it's the 
heads of America, Europe/ 
Middle East, and the rest of 
the world. We consider 
each of these managers to 
be a member of the 
corporate team and they 
come In at least four times 



a year. We also have 
frequent interaction through 
telephones and mail. 

And 1 have just come 
back from visiting the six 
major markets in Europe. I 
spend only 20 per cent of 
the time on field visits. I 
believe in empowered 
regional managers. 

Where we can make a big 
difference centrally is in 
resource allocation. The two 
big decisions are which 
projects in research, and 
which products on the 
market do we identify for 
aggressive global backing. 


Recruiting is one of the 
most important parts of a 
CEO's job. Especially in a 
global company, we are 
dealing with people who 
have to live in a global 
culture. 

When we're hiring ' • 
somebody, we look *: 
internally but ask 
ourselves: “Would I 
hire this person if I 
was hiring from the 
outside?" if yes. then we 
hire. If no: we’ll go outside. 

Interview by Daniel Green 


Case study 




Italy’s star 
acquirers aim 
to defy a trend 


Paul Betts on 

foreign moves by 
two very different 
companies 

L uxottica and Par- 
malat are striking 
exceptions to the 
general Italian 
aversion to international 
acquisitions. Both have 
grown rapidly in the past 30 
years to become market 
leaders: Luxottica in specta- 
cle frames; Parmalat in dairy 
products. And both have 
made bold foreign moves. 

Luxottica is one of the fair- 
ytale successes of Italian 
family business. In 1961. 
Leonardo Del Vecchio. a 
modest man who grew up in 
an orphanage in Milan, 
began making moulds for 
plastic eyeglass frames in 
the small town of Agordo in 
the Dolomite Alps. 

Mr Del Vecchio decided to 
turn his small venture into a 
world leader, using vertical 


integration to transform a 
highly fragmented industry. 
He gradually built up a com- 
pany that could do every- 
thing from design to produc- 
tion to distribution of 
eyeglasses. He expanded into 
sunglasses and higfa-fashion 
frames for designers such as 
Armani. Yves St Laurent, 
Valentino and Bulgari. 
When the time came to sell 
the public a minority stake 
in his company, he bypassed 
the Milan bourse and went 
directly to Wall Street. 

To strengthen distribution 
in the US, by far his most 
important market, he 
launched a hostile bid far US 
Shoe, which owns the big 
spectacle retail chain Len- 
sCrafter. Mr Del Vecchio 
ultimately paid $1.3bn 
(£800m) for the company. 

The acquisition was not 
universally applauded. 
There was widespread con- 
cern that Luxottica was tak- 
ing on more than it could 
chew, and loading its bal- 


Y 


establishment of 100 per cent 
foreign-owned s u bs id i ari es. 

Some market entry alli- 
ances have been spectacu- 
larly successful, notably the 
1973 joint venture between 
Coming, the US glassmaker, 
and Samsung, the South 
Korean electronics company, 
which started with one plant 
making television tubes in 
Korea and has grown into a 
wide-ranging agreement cov- 
ering much of east Asia. 

Market entry alliances are 
not limited to developing 
countries. Companies use 
th»»m to enter new market 
segments or to launch prod- 
ucts. For example. Star- 
bucks, the US coffee retailer, 
an agreement with 
United Airlines to distribute 
coffee to passengers. Ger- 
many's Siemens and Coming 
have a long-standing joint 
venture in fibre optics, 
which was a new product for 
both when it was launched 
nearly 20 years ago. 

Tensions between partners 
often make alliances more 
difficult to manage- than 
?rqni«ritinnK_ Some times the 
aims are too vague - as in 
the 1991 co-operation pact 


ance sheet with debt. With 
US Shoe it was not only 
acquiring LensCrafter, the 
largest eyewear retailer in 
the US, but also a footwear 
business and a women's 
clothing chain. - 
Mr Del Vecchio has since 
disposed of the shoe busi- 
ness. He is restructuring the 
loss-making clothing 
operations with a view to 
selling them off. Integrating 
Luxottica and LensCtafter is 
under way: Luxottica prod- 
ucts used to ; account for 
about 5 per cent of LensCraf- 
ter's annual revenues. They 
now account far 50 per cent 
Luxottica now has a 7.5 
per cent share of the $13bn 
US eyewear market, which 
accounts for mare than 70 
per cent of Luxottica ’s over- 
all sales of L2,373bn 
(2841,000) last year. By con- 
trast, Italy accounts for Only 
9J2 per cent of total sales 
compared with nearly 25 per 
cent six years ago. 

If Luxottica lias succeeded 
in developing a global brand. 
Parmalat has adopted a 
regional approach, to globali- 
sation. As a Milan invest- 
ment banker explained: 
“Simply put, you can’t sell 
milk and fresh products 
around the world from your 
home base in the same way 
as you can sell spectacles. 
This is why Parmalat’s 
brands are well known in 
specific markets such as 


between German^.^^ 
Ben z and the MiteuWshi 
grouping in Japan, w inch fiz- 
zed out for lack of spedfic 
projects. Sometimes. Part- 
ners clash over management 
control, as has happened 
this year at Maruti, the car- 
making joint venture 
between Japan's Suzuki 
Motor and the Indian gov- 
ernment. . . , . 

More often, alliances break 
because the partners* Meas 
change over time, as hap- 
pened in 1992 with-the acri- 
monious end to a nhle-yean 
old cannaWng joint venture 
in South Korea between 
General Motors of the US 
and Daewoo. GM balked at 
Daewoo’s plans to expand 
the venture and use it as a 
platform for international 
growth. 

Where a multinational 
uses a local company to help 
enter a market, the local 
partner frequently outlivas 
its usefulness as the multi- 
national acquires its own 
knowledge. Several such alli- 
ances have come under 
strain in China and India. 

However, an alliance that 
is rewritten or even termi- 
nated is not necessarily a 
fa ilure. Supporters view flex- 
ibility as a key attraction of 
alliances. Sceptics prefer the 
certainties of 100 per ce nt 
ownership. But the pressure 
to compete globally cm all 
fronts will force more com- 
panies to build partnerships, 
even with competitors. Ait . 
Rafrh Burgess, global man- 
aging partner for out-sourc- 
ing at Andersen Consulting, 
says: “Do-it-all-yourself com- 
panies will struggle because 
the demands are becoming 
too great" 


In Friday’s FT: The 
small global company 

Anthony Lo of Taiwan’s 
Giant bicycle company 


Bosa! and Norfrost 


Italy, Brazil and Argentina." 

T.ii» Luxottica, Parmalat's 
success has been its ability 
to exploit fragmented prod- 
ucts markets formerly domi- 
nated by small and ineffi- 
cient companies. It has 
acquired smaller companies, 
bringing the new subsid- 
iaries' technology, produc- 
tion, and distribution know- 
how with a coherent market- 
ing approach and brand. 

A focus of these efforts has 
been fast-growing developing 
markets. Latin America - 
accounts for more than 40 
per cent of sales and more 
than 50 per cent, of profits.' 
Parmalat has also Invested 
in east European markets. 

Growth by acquisition 
investment in developing 
countries has fuelled 
double-digit sales growth 
that has seen turnover rise ' 
from L6bn in 1970 to 
Ll,l01bn in 1990 and- then to:. 
L5,465bn last year.' ' ' - :\' 

Parmalat expanded this 
year with two • big- acquisi- 
tions in Canada. - The com- 
pany says the - Canadian -: 
takeovers did not imply a 
departure from its emphasis', 
on developing markets,: In " 
the past, Italian family cook 
panics have fallen' pray to" 
multinationals when they 
have outgrown their -finally-^ 
structures. With their global 
ambitions, , Luxottica, and. ■ 
Parmalat are boffi- frying. to. 
buck this trend. . _ 


I-.*. SMM 



Here's the choice: to transport or to teleport To battle your way into the offwlr, 
every day through traffic, across town through the public congestion. 
work at home with your PC and be in direct contact with your office viar 3Com . 
modems. Being able to send memos, letters, plans, reports, anything in seconds to 
the desktops of your colleagues (or to their homes, of course). This is not the 
shape of things to come. It's here today courtesy of 3Com, world (eadercfo - 1 ' ' -V 


JO POT,.... 


; ; A speed 
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f |f \ o begin with a slight 

digression into tbe 

fl sailor service: it was 

I . 'with a radio piece, his 

«JL.. Letter to Daniel, that 
Fergal Keane became a 
household name in Britain. The 
BBC's Hong Kang man's 
m usings, touchingly addressed 
to his sleeping baby boy, on the 
drunken Irish grandfather the 
child would never know, 
reflected on past and ftrtare. love 
and relationships. It touched, a 
national, chord as it went out on 
tbe air. Travelling sal esm en 
pulled Into laybys and sobbed. . 
The chattering cl as s es left 
sundried tomatoes languishing 
on the board while the rest of us 
let our fish fingers burn. The 
piece has been printed to great 
succes s, inspired a flood of 
approving mail to. Radio 4’s 
Feedback, and needs only tbe 
ultimate accolade of 
reproduction on tea-towels to 
become a school set text. 

None of which detracts from 
Keane's excellence as a reporter. 
So why was 1 faintly disturbed 
by last Monday's Hum Wheldon 
Memorial Lecture on BBC2, In 
which Keane spoke on The Art 
of the Reporter”? 

'. Not merely because to my 
generation the Wheldon persona. 
Toe, all the “glittering heritage” 
he allegedly left, was that of an 


ARTS 


Television /Martin Hoyle 


Ethics and the art of reporting 


cp intonated, precious, garrulous 
yindbag. best summed up by au 
.uiecd ote current in film editing 
circles a few years ago 
concerning a discussion 
programme he chaired on 
Hamlet. One of the distinguished 
fiespians present mentioned the 
j wtor Edmond Kean. “I never 
Miid tbe good fortune to see 
lim,” murmured Wheldon with 
he eager-beaver unctuousness 
ie had made bis own. “Of course 
rou didn't, grand-daddy," 
rumbled Orson Welles. "He died 
g 2Q ye ars ago.” Sharp 
Instructions were issued for this 
i&change to be edited out. 

No, it was the admirable 
Scaup's comments on ethics in 
the sacred art of witness” that 
jieft some nagging doubts. His 
Trill ci pies regarding “forensic 
iccuracy" and “intellectual 
igour" are impeccable: his 

uisgivings are understandable 
about the “Oliver Stone school of 
-action” and tbe internet’s access 
o a host of conspiracy theories 
■n every item of news and its 
mpact on a generation reared on 


ThcX-Files. His fears for 
political or economic pressures 
distorting freedom of expression 
(cue clips of headlines on Rupert 
Murdoch bowing to Chinese 
protests at the BBC's satellite 
news service) are already 
justified. It was the assumption 
of absolutes that left me worried, 
the adoption of moral authority 
which therefore blurs the 
distinction between news and 
comment. 

T here are some cases, 
illustrated in the 
programme with dips 
of courageous, 
sometimes 

unbearable, film, where tbe 
moral situation is clear-cut: 
Richard Dimbleby at Beisen, 
Charles Wheeler piecing together 
from a hunch a Soviet massacre 
in Georgia, the excellent and too 
little known Sue Lloyd-Roberts 
taking her concealed camera into 
the heart of Burma’s military 
regime and its disregard of 
human rights. But Keane’s 
theory that the only 


governments that bring pressure 
to bear have something to hide 
and are therefore ipso facto 
wrong strikes me as idealistic at 
best. We are all on the side of the 
angels, he suggests, forgetting 
that angels, like Lucifer, the 
bearer of light (good name for a 
journalist), sometimes fall. In 
practical terms yesterday's 
terrorist is today's freedom 
fighter and tomorrow's elder 
statesman; and the rightness of 
his cause is not always clear 
from the outset. 

Coincidentally, oo the next 
morning's Today , veteran 
Charles Wheeler was 
reminiscing about what might be 
defined as his spying activities 
in old cold war days: but be was 
punctilious about separating fact 
from comment in his reporter's 
job. Keane more than once 
implied that he looked on 
reporting as an art; therein lies 
the danger (as he himself 
acknowledged) not of 
embroidery so much as the old 
battle between “committed” and 
“uncommitted” art - who 


remembers those modish 
warcries among film-buffs of the 
1960s? That way lies navel 
gazing. 

There was no doubt about the 
commitment of presen to - Simon 
Sebag-Montefiore in last 
Wednesday's Witness (C4). 
Subtitled “A Great Hatred” it 
was a timely (or possibly 
achingly untimely) revelation of 
the traditional anti-Semitism and 
pro-fascism of Sinn Fein and the 
IRA. This sounds a glib 
generalisation, but the 
programme was chillingly 
compelling, with quotations 
from the hell-fire anti -Jewish 
sermon that sparked the last 
pogrom in the British Isles: not 
in medieval York bnt Limerick 
in 1904. Sebag-Montefiore 
recalled his own recent 
ancestors (Russian emigrants 
told by the ship's crew that 
Limerick was New York) and at 
times his own anger permeated 
the report 

History was brought 
disturbingly up to date: “Our 
cause is the same”, Ribbentrop 


was assured by Irish republicans 
in the second world war (the IRA 
issued a 1939 ultimatum “in the 
name of God”; the effective 
blitzing of Belfast was 
attributable to intelligence from 
IRA quarters; and some are still 
too frightened to talk about the 
Nazi-IRA axis). 

M ost unnerving of 
all were the old 
activists the 
film dug np. 
Elizabeth (Irish) 
and her husband Helmut 
(German) live comfortably in 
Dublin where Helmut has 
apparently suffered a stroke but 
seemed perky enough to prompt 
his wife on various points. We 
saw photographs of Helmut in 
his Nazi uniform; be had been 
the party's chief authority on 
Ireland. There were even plans 
to put the island under benign 
German role. Asked about the 
atrocities perpetrated by some of 
their close friends - one had 
exterminated millions - 
Elizabeth was unmoved to the 


point of self-righteousness. No 
regrets, “nothing to do with 
me”. The 96-year-old Francis 
Stuart had shared a Berlin 
studio with Lord Haw-Haw, 
though his propaganda had been 
directed to Ireland rather than 
Britain. “The Jew was always 
the worm that got into tbe rose.” 
he opined, adding that he meant 
it as a compliment. ”Je ne 
regrette rieu." be playfully 
cackled. “Rien de tout," With 
different political dedication, 
what a wonderful television find 
be would be. 

It is natural that your enemy's 
enemy is your friend, and 
desperate struggles make for 
unsavoury alliances; but these 
people endorsed Nazism for what 
it was, above and beyond any 
transient political opportunism. 
They were shown up by the 
brave Nationalist councillor who 
bad been beaten up more than 
once for his tolerance towards 
both sides in the current 
tensions. He is prepared to die 
for such principles and is totally 
without rancour. 

This was a fascinating 
programme, though it left me 
feeling that Sebag-Montefiore 
had much more to say about 
Ireland, possibly not observing 
Wheelerian strictures about 
separating comment from 
reporting. 
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Opera/ William Weaver 

Bartoli bowls 
over the Met 


F or her Metropolitan 
Opera debut in 1996, 
Cecilia Bartoli - 
already familiar to 
the New York public 
through her best-selling 
discs - chose to appear as 
Despina in a new production 
of Cost fan tutte. A less 
canny star would have cho- 
sen a bigger, starrier role, 
but Bartoli's decision proved 
wise. She was a huge hit' her 
perky, irresistible maid out- 
shone her mistresses. With- 
out having to carry the 
whole show, she was able to 
triumph and, at the same 
time, to test her voice in the 
vast house. It is not an 
immense voice, but tbe Met 
is an acoustically happy 
place, and the Bartoli sound 
comes across, full and warm 
and captivating. 

Last week she made what 
might be considered her sec- 
ond. real debut, playing the 
title role in Rossini's La 
Cenerentola. Although this 
wonderful work has never 
been given at the Met, older 
New York operagoers fondly 
recall a City Opera produc- 
tion In the 1950s with the 
American mezzo Frances 
Bible. True, tbe score 
employed was incorrect by 
today's scholarly standards 
(tbe Met now uses the criti- 
cal edition sponsored by the 
Rossini Foundation of 
Pesaro, the composer's birth- 
place); but despite its imper- 
fections, the corrupt edition 
gave an idea of the scintillat- 
ing music and opened the 
world of Rossini-beyond-the- 
Barber to a new and enthusi- 
astic audience. 

No audience, however, 
could have been more enthu- 
siastic than the one that 
greeted the opening Ceneren- 
tola at the Met. The 
crammed house laughed and 
applauded from the Over- 
ture^ crisply conducted by 
James Levine, to the final 
rondo, where Bartoli dis- 
played the hill measure of 
her pyrotechnical ability. 
The curtain-calls went on 
and on (in a house where, as . 


a nle, the spectators grab 
then coats and are at tbe 
iron door before the music 
has lied away). 

Bit Bartoli's Angelina - 
as (inderelia is known in 
Rosani's libretto - was not 
just a warbling doll. Jacopo 
Feretti. the Roman poet 
whe supplied the text in 
181'. magically created a 
tine-dimensional character, 
alternately wistful and wry. 
tar and assertive, reticent 
ant outspoken. Bartoli was 
alvays totally aware of 
Angelina's complex nature. 
Ths was clear as she began 
hei little first-act song about 
a ling, when she uttered a 
haf-sigh before tbe line 
abut his solitary boredom, 
raking the song apposite to 
he own lonely state. Her 
seprise at the return of the 
pmce. which causes her to 
dnp a tray of dishes, was 
raL It got a laugh, but it 
vws also affecting. 

T he production by 
Cesare Lieyi (mak- 
ing bis Met debut) 
was set in a vaguely 
Qwardian ambience, nicely 
feigned by Maurizio Bald 
aid lit by Glgi Saccomandi. 
hallowed some good visual 
j<kes - the enactment of 
Ion Magnifico's dream 
axrut a winged jackass, the 
psitioning of bride and 
goom at tbe end atop a lay- 
ered wedding-cake - but also 
Id to one or two excesses, 
deluding a spaghetti fight. 
Bore often, Lievi allowed the 
fcngers to stand and sing, 
iven during an extended 
oncertato, and during the 
alas, especially the long 
lumber of Alidoro, “La del 
del", splendidly sung by 
lichele Pertusi. 

Like Pertusi. the other 
□embers of the cast were bel 
:anta specialists - Simone 
Alaimo (Magnifico), Alessan- 
dro Corbelli (Dandini) and 
Ramon Vargas (the Prince). 
The triumph of goodness - 
to quote the opera’s subtitle 
- was also the triumph of 
good music- making. 



Opera /Andrew Clark 

Prisoners on the 
verge of breakdown 


P erhaps it’s just as 
well we are not too 
regularly confronted 
by JanA&ek's prison 
opera. Otherwise we might 
forget how odd is its music 
of bursts and sbouts, how 
original its “tangle of expres- 
sion”. how uncompromising 
its ideal of human dignity. 
These and a torrent of other 
astonished impressions came 
to mind at tbe Coliseum on 
Monday, when English 
National Opera presented 
the first London staging of 
From the House of the Dead 
since the pioneering Sadler’s 
Wells account in 1965. 

Although the performance 
was not flawless, it was suf- 
ficiently near the mark to 
rank as one of ENO's best- 
deserved achievements. It 
was a triumph for Paul Dan- 
iel, who grows in stature 
with every performance he 
conducts. And it was a wel- 
come reminder of Tim Alber- 
y's exceptional gifts as a 
crowd-manipulator, remain- 
ing true to Jandfiek's near- 
abstract design in which the 
irrational, the arbitrary and 
the inarticulate all find their 
place. Yes. one felt on leav- 
ing the theatre, this is not 
just the summit of Jan&Cek's 
art. combining the compas- 
sion of Katya, the poetic lyri- 
cism of Vixen and the grim 
fantasy of Makropaulos, but 
one of tbe greatest of all 
operas. 

The setting chosen by 
Albery and bis designer. 
Stewart Laing. is the least 
convincing aspect: the cos- 
tumes. complete with noisy 
manacles, suggest a late-2Ctb 
century gulag, with clinical 
prison walls, a highly 
improbable radiator in Act 3 
and not a whisper of dirt or 
degradation. 

The few touches of realism 
- a “live" eagle, a handful of 
office chairs, a water 
hydrant - bring the prison- 
ers’ world too close to our 
own. Albery flails to find the 
right metaphor for the Act 2 
mimes: although highly 


entertaining, they are too 
sophisticated and stagey. 
And was it really necessary, 
given the simplicity of the 
set, to use a drop-curtain 
between acts? 

But such questions pale 
into insignificance beneath 
Jand&ek's world of crimi- 
nals, misfits and angels, all 
of whom are graphically 
brought to life. From start to 
finish, Albery achieves a 
near-physical sense of every- 
thing being barely under 
control: Individuals on the 
verge of breakdown, a mob 
threatening revenge. 

He matches the plasticity 

This is not just 
the summit of 
Janacek’s art , 
but one of the 
greatest of all 
operas 


of the music at every turn, 
ramming home the vicious 
volatility of prison life 
(Petrovich's return from 
punishment, all bloody- 
backed, is especially chill- 
ing) and bringing eacb 
“story" to our attention 
before letting it slip back 
into context 

The score, a rapturous 
dream-world populated by 
explosions, is tn equally con- 
fident hands. Daniel's com- 
mand of the idiom is com- 
plete - brilliantly assertive 
in rhythm and tempo, as elo- 
quent in the brassy bowels 
of Act 1 as in the gossamer 
lightness of the AkuJina 
music, and really raising the 
goose-bumps at the climax to 
each act. 

A cast of 29. excepting cho- 
rus, was listed In the pro- 
gramme, and it Is no exag- 
geration to say everyone had 
a personality - no more so 
than the narrators, eacb 
brandishing his own tics and 
foibles. Robert Brubaker was 


the waspish Luka, John 
Daszak an unexpectedly vul- 
nerable Skuratov. Andrew 
Shore a Chaucer-esque 
Shishkov. John Graham- 
Hall's Shapkin. looking 
remarkably like Peter Jonas, 
was the best story-teller of 
all, rubbing his nose to tbe 
music and offering a wicked 
impersonation of eacb char- 
acter in his tale. 

I t was a mistake to pre- 
face this performance 
with Mark-Anthony 
Turnage's Twice 
Through the Heart . Janacek 
offers enough for one even- 
ing. and Turnage's "mono- 
drama". premiered at Alde- 
burgh in June by ENO's 
contemporary opera studio, 
is diminished by compari- 
son. One can see the logic: 
both are set in prison, both 
employ chamber-instrumen- 
tal sonorities, both are 
strong on compassion. 

But the similarities are 
superficial. Turnage’s piece 
is essentially reflective, lack- 
ing any sense of dialogue 
with the world beyond the 
protagonist's troubled 
psyche. And it works like 
emotional blackmail: if 
you're not "moved" by the 
protagonist - a woman 
imprisoned after fatally stab- 
bing her violent husband - 
you’re heartless. 

Nothing in Patti Powell's 
production convinced me 
that Tipi'ci? Through the 
Heart requires the stage: the 
music says everything there 
is to say. With its litbe 
rhythmic pulse, achingly 
beautiful cadences and infi- 
nitely flexible invention, the 
orchestra upstages tbe 
words, leaving the soloist - 
a decidedly under-wrought 
Susan Bickley - with a 
thankless task. Far more 
suggestive to leave it to a 
concert setting, where 
Nicholas Kok's superbly-dril- 
led orchestra would get its 
due and the “drama” would 
not come across as self-in- 
dulgent wallowing. 




MTERNATONAL 



■ AMSTERD 


OPERA 

Hot Muztektheater 

TeL 31-20-551 8911 

La Traviata: by Verdi. 
Netherlands Opera revival 
staging by Alfred Kirchnei 
conducted by Ralf Weike 
22,25 

>f a 

Oct 

■ BALTIMORE 

EXHIBITIONS 

Baltimore Museum of A 
Tel: 1-410-396 6310 

A Grand Design: The Art 
Victoria and Albert Muse 
stop of a five-city North 
American tour of safectei 
from the V&A's collector 

Consists of 250. works of 
ranging from Leonardo d 
notebooks to shoes by V 
Westwood; to Jan 18 

f the 
n. First 

objects 

irt 

Vind’s 

enne 

■ BASLE • 

EXHIBITIONS 


OffentDchs KunstammfcHt) 
Basel ; i v 


Tel: 41-61-271 0828 
Peter and Samuel Birmann - 
Artists, Collectors, and Dealers: 
first major exhibition devoted to 
Peter Birmann and his son 
Samuel, the landscape painter; at 
the Kunstmuseum; to 
Jan 11 


■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-3 0-20 3090 
Berlin Symphony Orchestra: 
conducted by Jerry Semkow in 
works by Glinka, Dvorak and 
Prokofiev. With violin soloist 
Alyssa Park; Oct 23, 24. 25 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• Der Fliegende Hollander by 
Wagner. Conducted by Christian 
Thielemann in a staging by G6tz 
Friedrich: Oct 24, 26 

• Die Zauberflfite: by Mozart. 
Staged by G (inter Kramer, with 
sets and costumes by Andreas 
Reinhardt; Oct 25 


■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 1211 
La Stellidaura Vendicante: by 
Francesco Provenzale. New 
production directed by Philippe 
Sireuil and conducted by 
Alessandro de March!; Oct 23, 26 


■ CHICAGO 

exhibitions 

Ait Institute Of Chicago 
Tel: 1-312-443 3600 
A Collecting Odyssey. Indian. 


Himalayan, and Southeast Asian 
Art from the James and Maritynn 
Aisdorf Collection. Around 200 
works of art, primarily Buddhist 
and Hindu sculpture spanning 
nearly 20 centuries; to Oct 26 

OPERA 

Lyric Opera of Chicago 
Tel; 1-312-332 2244 

# I do men eo: by Mozart. 
Conducted by John Nelson in a 
staging by John Copley: 

Oct 22, 25 

• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoletti. Cast includes 
Maria Guleghina and Samuel 
Ramey; Oct 24 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Andto Previn in a 
programme of works by William 
Walton. With violin soloist 
Alexander Barantschik, viola Paul 
Silverthome and cellist Tim Hugh; 
Oct 23 

EXHIBITIONS 
National Portrait Gallery 

• Sir Henry Raeburn 
(1756-1823): previously seen in 
Edinburgh, this exhibition of 
some 60 paintings includes the 
major portraits belonging to the 
National Gallery of Scotland as 
well as loans from abroad; from 
Oct 24 

• The Pursuit of Beauty. Five 
Centuries of Body Adornment - 
organised by the Education 


Department, this chronologically 
arranged exhibition traces the 
history of fashion through the art 
of portraiture, from the 
Elizabethan period to the 
present; to Oct 26 

OPERA 

London Coliseum 
Tel: 44-171-632 8300 
English National Opera: new 
production of Jan£$ek's From 
the House of the Dead, 
conducted by Paul Daniel and 
staged by Tim Albery. The 
programme is completed by 
Twice Through the Heart, by 
Mark-Anthony Turn age; Oct 23 

Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Leh&r, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Oct 
23, 24, 25 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Mozart and 
Beethoven, and the world 
premiere of a new work by 
Donatoni (not 25); Oct 23, 24, 
25, 26 


■ MUNICH 
CONCERTS 
PhUharmonie Gasteig 
Tel: 49-89-5481 8181 
Prague Symphony Orchestra: 


conducted by Gaetano DeJogu in 
works by Rossini, Brahms and 
Dvorak. With piano soloist Valery 
Afanassiev; Oct 24 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerische StaatsbaUett Swan 
Lake. Sets and costumes are by 
John Macfariane; Oct 23, 25 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
The Love for Three Oranges: by 
Prokofiev. Conducted by Roberto 
Abbado, in a staging by Juri 
Ljubimow, with designs by David 
Borowskij; Oct 22, 24 


■ NEW YORK 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
Picasso - The Engraver. 
Selections from the Mus6e 
Picasso, Paris. Around 150 
engravings, etchings and 
woodcuts created between 1900 
and 1942; to Dec 21 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Carmen: by Bizet Revival of a 
production by Franco Zeffirelli; 
Oct 25 

• li Barbiere di Siviglia: by 
Rossini. Revival of a staging by 
John Cox; Oct 22, 25 

• La Cenerentola: by Rossini. 
Met Opera premiere., New 
production conducted by James 
Levine in a staging by Cesare 
Uevi, with designs by Maurizio 


Bald; Oct 24 

• Turandot by Puccini. Revival 
of a staging by Franco Zeffirelli: 
Oct 23 

New York Stats Theater 
Tel: 1-212-870 5570 
Don Pasquaie: by Donizetti. New 
York City Opera. New 
production, premiered at 
Glimmerglass, directed by Leon 
Major and conducted by Luanda 
Carver; Oct 23, 25 


■ PARIS 

CONCERTS 

Salle Pleyel Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Ivan Fischer in works by 
Schubert, Mozart and Bartok. 
Wrth piano soloist Richard 
Goode; Oct 22 

DANCE 

Op£ra National de Paris. Palais 
Gamier Tel: 33-1 -43439696 
Paris Opera Ballet: in Swan Lake; 
Oct 22, 23, 24, 25 

EXHIBITIONS 
Musee du Louvre 
Tel: 33-1-4020 5151 
A Mission to Persia 1897-1912: 
display of pictures, objects and 
photographs retracing the 
archaeological expedition led by 
Jacques de Morgan, paying 
tribute to his career and the 
mission’s discoveries about the 
ancient civilizations of Iran; to 
Jan 5 

OPERA 

0p6ra National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
• AufstJeg und Fall der Stadt 


Mahagonny: by Kurt Weill. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vide Oct 23. 25 
• Turandot: by Puccini. New 
production by Francesca 
Zambello. Conducted by Fabio 
Luisi; Oct 24 


■ TOKYO 

EXHIBITIONS 

Bunkamura Museum of Art 
Tel: 81-3-3477 9252 
Photography in Paris 1905-1997: 
around 240 works by some 53 
photographers, on loan from the 
Centre Georges Pompidou in 
Paris; to Oct 26 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

m CNBC 

0CL30: Squawk Box 
10.00: European Money Wheel 
1 (LOO: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 




Edward Mortimer 


Dealing with Iran 


N ext week’s state 
visit to Washing- 
ton by President 
Jiang Zemin of 
China is a delicate affair. 

The Clinton administra- 
tion, realising C hina ’s stra- 
tegic importance, is desper- 
ate to make a success of it. 
But China is not popular on 
Capitol Hill for reasons 
ranging from disgust at its 
human rights record to fear 
of Its competitive swills. 

So Mr Clinton needs Mr 
Jiang to do so mething that 
will go down well on the 
HilL He may have found h. 
If there is one country US 
legislators love to hate even 
more than China it is Iren 
And it seems Beijing has 
agreed to stop selling 
nuclear technology and 
anti-ship cruise missiles to 
Tehran. 

This prospect has enabled 
Jamie Rubin, the state 
department spokesman, to 
present Mr Clinton's plan to 
lift the ban on US nuclear 
technology sales to China as 
a victory for hard-nosed 
containment of tram 
Enthusing about the 
hoped-for new commitments 
from China, Mr Rubin last 
week reminded the world 
that “a nucleararmed Iran 
. . . would threaten US inter- 
ests as well as regional and 
international security”. 
Therefore, he said, “we have 
continuously opposed 
nuclear cooperation by all 
countries with Iran, even to 
safeguard the nuclear pro- 
grammes that are permitted 
under the International 
Atomic Energy Association, 
such as the one with which 
China has been involved". 

Iran is a signatory to the 
nuclear non-proliferation 
treaty and thus has to open 
all its nuclear facilities to 
international inspection. 
Admittedly. Iraq was also a 
signatory before 1990, 
though since then the Inter- 
national Atomic Energy 
Association - with strong 
US support - has tightened 
its safeguards and inspec- 
tion procedures. Yet the US 
opposes co-operation with 


The US should establish a constructive relationship with 
Tehran in the same way it has sought to engage Beijing 


Tehran, even on Its civilian 
nuclear prog ramm e. 

The US administration's 
Iran policy is no more con- 
sistent than its r^ina pol- 
icy. It has just disappointed 
the sponsors of last year’s 
Iran-Lib ya Sanctions Act by 
not imposing imm ediate 
sanctions against Total, the 
French energy company, for 
its agreement to invest $2bn 
in developing an Iranian 
natural gas field. Mr Clinton 
may be no Mend to Iran, 
but he would like to avoid a 
trade war with the Euro- 
pean Union, which strongly 
objects to the Idea of the US 
Congress telling European 
companies where they can 
or cannot invest 

Early in his first term, the 
president espoused a policy 
of "dual containment” 
aimed at both Iran and Iraq. 
The declared aims of the 
policy were to end Iran’s 
opposition to the Arab- 
Israeli peace process, its 
support for terrorism, its 
military build-up. and its 
programme to develop 
long-range missiles and 
weapons of mass destruc- 
tion. These are laudable 
enough. But there are no 
clear benc hmar ks for mea- 
suring the success or failure 
of any of them. 

On the first point, one is 
tempted to ask: “What 


peace process?” It seems 
bard to expect Iran to give 
public support to something 
about which Israel itself 
seems so ambivalent 

On terrorism, Muhammad 
Khatami, Iran's new presi- 
dent. made a good start by 
getting rid of Ali Fallahian. 
the intelligence minister 
who was named by a Berlin 
court as directly involved in 
the murder of four Kurdish 
opposition figures in 1992. 
That will not console the 
victims of suicide bombings 
in Israel and Saudi Arabia, 
but any direct link between 
these and Iran remains 
unproved. 

As for the military 
build-up, it is unrealistic to 
expect unilateral disarma- 
ment in a country sur- 
rounded by heavily armed 
and unstable neighbours. 
The US should also note the 
improvement in Iran’s rela- 
tions with its Arab and 
Turkish neighbours. 

It is in seeking to head off 
Iran's unconventional war- 
fare programmes that the 
US can expect most interna- 
tional sympathy. But refus- 
ing co-operation, as argued 
above, may not be the best 
way to achieve this. Involv- 
ing Iran in international 
agreements, while seeking 
to allay the security con- 
cerns that make it feel the 





President Muhammad Khatami: new face of Iran 


A Data-base of User Experience - 

izer rorum Towards a New Practice in Medicine? 


Ppzerfo 

• EUROPE m 


BY ROBERT RUSTAD 


According to the head of the Federation 
for Norway’s patient associations, "user 
participation* in healthcare, coupled 
with new information technologies, can 
expand the body of medical knowledge 
and, ultimately, lead to impr ove m ents in 
medical practice. 

Two major problems in healthcare 
around the world are {II how to ensure 
patient participation in the medical and/or 
therapeutic process, and (2j how (o learn 
from patients 1 experience during, and 
after, such treatment. The medical pro- 
fession, the pharmaceutical industry and 
the scientific world have all been dis- 
cussing. and frying to solve these 
problems for years, through medical 
treatment, scientific research and thera- 
peutic trials. Now, patient organisations - 
which represent the "users" of medical 
care - are also playing a key role. The 
Norwegian Federation of Organisations of 
Disabled People (FFO) is an umbrella 
organisation for more than 50 patient 
organisations and organisations of 
disabled people in Norway. During the 
last few years the Federation has been 
actively engaged in what we call user 
participation, and the development of 
public and private services - especially 
within the healthcare sector. 

Patients and disabled people exper- 
ience restrictions of personal autonomy in 
their daily life unfamiliar to most people in 
society. User participation allows the 
patient or disabled individual to take an 
active part in decisions concerning his or 
her own life - including the provision of 
healthcare and rehabilitation services. It is 
based on the view that plans and guidelines 
for medical treatment should draw on the 
collective experience of users. It is im- 
portant that the individual should not be 
forced to fight out new battles with 
different service providers time after time. 

In FFO's experience, user partici- 
pation has shown several positive benefits. 
User participation means strengthening 
the democratic rights of the individual. It 


can help contain costs, as the patient is 
provided with the services he or she really 
benefits from, and can correct in-advised 
or inappropriate measures. It ensures 
more optimal health effects due to user 
satisfaction, and leads to improvements in 
the quality of care. 

In Norway, the belief that users (or 
consumers; must participate in the develop- 
ment of healthcare services has already led 
to the creation and development of a user 
experience-based database. We beBeve user 


User participation is a 
i trend that win expand in 
| ali countries, as patients 
^ become better educated 
i| and subsequently 
L demand more influence 
on their own healthcare 


participation is a trend that will expand in all 
countries, as patients become better 
educated and subsequently demand more 
influence on their own health care delivery 
system. In medicine, and also in therapeutic 
trials, experience-based and empirical 
knowledge has been considered vaCd only if 
accumulated by doctors or scientists. It is 
now becoming recognised that patients too 
need to participate In their own therapeutic 
process to ensure successful results. It is 
less widely acknowledged, at least among 
professionals, that user experience also can 
play an important role in die evaluation of 
therapeutic measures. 

For FFO. it has been a challenge to 
develop a database of user experience 
related to different areas of service-provision 
and different therapeutic approaches. The 
Federation has begun actively utilising the 
Internet, and has established its own 
company, named "FunkWeb". This company 
will provide the infrastructure for collecting 
user experience, and for disseminating 
information concerning patients' evaluation 
of different services and therapies. 


The database will be developed as a set 
of registers, where patient experience in the 
different areas in question wiD be registered, 
catalogued and filed. The database wiD allow 
interactive communication and exchange of 
ideas related to user experience. Information 
will be collected from users, user or patient 
organisations, co-operating medical per- 
sonnel, pharmacies and healthcare insti- 
tutions. Employees at "FunkWeb" will 
systematically update and develop the 
registers on tbe basis of incoming information 
from these groups. Our hope is that the 
registers will show the many different side- 
effects and s y mp to m s patients learn to accept 
and five with, but which today are not listed in 
any medical index, as they are not registered 
by doctors or other health practitioners. 

The development of a database for user 
experience must lead to a conceptual 
change - both in medicine and in science. 
When empirical user experience is system- 
atically gathered and statistically reviewed 
in this way, it becomes valid, scientific 
information for medical researchers and 
healthcare derision-makers. This will 
naturally increase patients' influence on 
policy derisions, and on the development of 
healthcare and therapies. 

If we achieve this, we will have a new 
practice in medicine - a practice that must 
lead to improved healthcare services, im- 
proved therapeutic approaches and in- 
creased health for people around the world. 
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Statement 


need for such weapons, 
seems a more hopeful 
approach. 

Chihli MaUat a Lebanese 
expert an Islamic law and 
politics, points out that Mr 
Clinton's . original policy on 
Iran included a fifth objec- 
tive, now quietly forgotten, 
to Improve human rights 
and democracy within Iran. 
This would he worth 
reviving. 

Iran is not a western-style 
democracy. But it still 
enjoys far greater pluralism 
and freedom of expression 1 
than most other states in 
tbe region. Mr Khatami’s 
election was achieved by 
massive popular support, 
against the wishes of the 
religious establishment 

Iran’s human rights 
record is. of course, dismal 
But it is here, more than in 
foreign policy, that one can 
expect Mr Khatami to make 
a difference. His election 
campaign focused on the 
need for greater freedom. 
He has appointed a tough 
refo rmis t as interior minis- 
ter. And already the press is 
much more open in its expo- 
sure of official abuses. 
There must be scope here 
for international figures 
such as Mary Robinson, the 
UN's new human rights 
commissioner, to work with 
the government In improv- 
ing standards. 

Finally, US policy in the 
region has been hamstrung 
by its tendency to treat Iran 
and Iraq as equally evil In 
fact Iran was the first vic- 
tim of Saddam Hussein’s 
aggressive policies. Prof 
Mallat believes Tehran 
would be interested in 
developing a common strat- 
egy to remove Saddam from 
power. If convinced that 
such a policy was genuinely 
aimed at freeing the Iraqi 
people rather than extend- 
ing (JS control. 

If Mr Rubin can sell a 
“soft-on-China" policy as 
being hard on Iran, perhaps 
It would not be beyond him 
to sell a “new-deal-with- 
Iran7 policy as “let’s finally 
get serious with Saddam”. 


on single market callslfor simplicity 

... .mi economic policies that 


From Lord Cobbold. 

Sir, May I suggest that 
Gordon Brown drafts his 
statement to tbe House of 
Commons on Emu roughly 
on the following lines: 

“Economic and monetary 
o n ion is an exciting chal- 
lenge for Europe. It presents 
huge opportunities for Euro- 
pean industry, in that it win 
complete tbe single market, 
creating a domestic market 
of potentially 350m people, 

rising to 500m. 

“It will create the largest 
capital market in the world. 
The extra supply of savings 
shou ld lead to a long-term 
reduction in the cost of capi- 
tal for British industry. It 


, . ? rfde. rent economic policies that 

renresmts as emtmg dal- patiag aod m ^ a^ure that Britain 

langp to the City of London K is par ^ j c ^ ar ^ . . „. r v, remains eligible to join the 

anftoBritLn's financial work clnsaly with 

services industry. our European partners to 

“Her Majesty’s govern- ensure a smooth launch of 

meat supports the principal andster^ t the Euro in 1399 and a suc- 

objectivestf monetary union Given the i cessfol transition; to explain 
and believes that it is in the for , to the British people fee 

long-term interests of this ion potential benefits to Britain 

country to participate and to in adopting the smgle cm> 

adopt the single currency ~ nmey; and to work towards 

the euro. pr^rticaily ^ _ joining the union on or bef- 

-The government has par- Britain toiotato' ' orethe end of the transition 
ticipated positively at all period on January 12002.” 

JEKiSSiSSte Simple, really! 

cusdons on the de si gn, 31 15 . _ 

implementation and opera- Lord Cobbold, 

tion of the euro. It recog- ver genc e cntena agreed gneb worth House, 

nises that there are irnpor- Maastricht^ . Knebworth, 

taut risks associated with “The g0 J rernr ?^. > ' Hertfordshire SG3 SPY, UK 

the project both in partici- fives are: to maintain cu Hernoni5mn; 


Lord Cobbold, 

Knebworth House, 
Knebworth, 

Hertfordshire SG3 SPY, UK- 


Rate cycle harmonised but not abolish* 


From Alison CottreU. 

Sir, Peter Martin is to be 
congratulated on his wide- 
ranging article on the sweep- 
ing implications of the single 
currency (Emu’s new hori- 
zons, October 16). But if he is 
genuinely confident that “In 
most European countries 
Interest rates win fall to his- 
torically low levels”, then I 
covet his crystal ban. 

Certainly, in a credible 
economic and monetary 
union, interest rates in tbe 
majority of countries should 
be lower than would other- 
wise have been the case; and 
given that the new European 
Central Bank will have to 
demonstrate that it Is at 
least as “tough" as the 
Bundesbank, we can proba- 
bly assume that Its stance 
win indeed be euro and band 
market supportive (which is 


not necessarily the same 
thing 1 as appropriate). 

Where this leaves interest 
rates per se is another mat- 
ter. The European - let 
yi ryp p the glph?i - interest 
rate cycle will not stop on 
January 1 1999; and if Emu 
is up a™* running to time, it 
wfll. in market terms, be at 
least seven months old by 
then, with its official start 
date being important primar- 
ily for the unparallened 
photo opportunities afforded 
to egocentric heads of state. 

With the approaching mil- 
lennium giving already 
recovering European growth 
an added push in 1998-99; 
with the US economy slow- 
ing, but unlikely to be slow; 
and with Japan eventually 
picking Itself off the floor 
and dusting itself down, the 
global cyclical pressures an 


inflation and interest ra !S 
are unlikely to be down- 
wards. 

■yield curves which ha e 
flattened on “Emu” may ftill 
steepen on a growing 
“Europe”; and if Mr Alai 
Greenspan or the Treasi ies 
market were to sneeze, s sin- 
gle currency would not i e- 
vent the euro bond mark t 
catching the US’s cold. E iu 
will harmonise the Euro ;an 
rate cycle; it wfll not (for u- 
nately for the employmej t 
prospects of analysts anc 
financial journalists ahki 
abolish it. 


Passengers 
will pay more 


Alison Cottrell, 
chief international 
economist, 

PaineWebber Intematio 
(UK) Ltd. 

1 Finsbury Avenue, 
London ECZM SPA, UK 


Two cut stones with unrelated attitudes 


From Mr William Essex. 

Sir. Neither Lucy Kella- 
way’s telling of it (October 
13) nor Michael Mould’s 
response (Letters, October 
20) addresses the central 
flaw in the stonecutter story. 
Who is producing the better 
stones? Surely neither stone- 
cutter’s description of his job 


signifies anything except by 
reference to the prodact 
Surely. therefore, no man- 
agement theorist can demon- 
strate anything by the story, 
because it would be impossi- 
ble to produce two cut 
stones and relate the 
differences between them to 
the attitudes of tbe 


stonecutters responsible. 

For myself I don’t care 
what Lucy ReDaway thin! 
she is doing, but 1 hope * 
goes on writing that col 


From Mr Doug Newhouse. 

Sir, the suggestion by 

Simon Coombe (Letters. 
October 18-19) that the trans- 
port of “highly flammable 
material” is one more reason 
to rid the European Union oE 
duty-free allowances is a 
nonsense. Aircraft fuel is 
distributed evenly through- 
out the body and wings of 
most large commercial air- 
craft At the same time, tbe 
flash point of aircraft ffiel is 
substantially lower than 
alcohol. I cannot see what 
harm a trolley of duty free 
represents if most passen- 
gers are effectively sitting in 
the middle of a fuel tank. - 

Mr Coombe should stick to 
the facts. Without duty free 
allowances, most charter air- 
lines will not make a profit 
unless they increase their 
fares by between 20 and 2b 
per cent. Airports will simi- .. 
larly increase their landing 
charges. Passengers will pay 
more far their holidays. 
These are the burning 
issues. 


William Essex. 

Potash Cottage, 

StrethaD, Saffron Walden. 
Essex CBll 4XJ, UK 


Dong Newhouse. 
managing editor. 

The Duty Free Business, 
55 Eden Street, 
k fng ston-npon-' ni mm , 
Surrey KTI 1BW, UK 


Personal View 


Summers 


American eyes on Emu 


The euro will be 
good for the US if 
it helps strengthen 
and modernise 
Europe’s economy 


The US 
relationship 
p’f with Europe 
has long been 


== tbe corner- 

stone of OUT 
economic and foreign policy. 
We have supported Euro- 
pean efforts toward closer 
Integration since the very 
start, from the creation of 
the European Coal and Steel 
Community to tbe common 
market, the single market 
and now plans for further 
enlargement. Today, another 
ambitious project, the cre- 
ation of a single European 
currency, seems close to 
becoming a reality and is 
attracting serious attention 
in the US. 

The administration has 
never thought it fitting to 
enter the debate over 
whether economic and mon- 
etary union is right for 
Europe, nor over the details 
of how it should be struc- 
tured. But we can hardly be 
said to be indifferent to how 
the project turns out. The 
US is well served when 
Europe is vibrant economi- 
cally and working to open its 
markets and strengthen Its 
ties with the global econ- 
omy. Europe will prosper 
from an economic and mone- 
tary union that supports 
these ends. And if Europe 
I prospers, this will help pros- 
perity in the US. 

There are two sets of 
, issues that interest us partic- 
ularly. First, how will Emu 
affect the EU as a major 
economy and international 
partner of the US? And sec- 
ond. what will be its Impact 
on the international finan- 
cial system as a whole? 

Recent efforts towards 
increased European Integra- 
tion - including some of the 
changes that have been asso- 
ciated with preparations for 
Emu - have already brought 
significant gains. Yet no one 
doubts that Europe still 
feces serious economic chal- 
lenges that will need to be 
overcome If Emu is to suc- 
ceed. 

First among these is 
Europe's high rates of unem- 
ployment and, partly as a 
result of those labour mar- 


ket failures, its serious fiscal 
imbalances. In recent years, 
many countries have made 
significant progress on the 
fiscal side. But as govern- 
ments have themselves 
recognised. Emu will make it 
even more vital to proceed 
with structural reforms to 
give their economies the 
flexibility and dynamism 
needed to spur rapid job cre- 
ation and investment 
growth. 

If there is a shock to 
demand, individual members 
of Emu will no longer have 
the freedom to respond by 
devaluing or revaluing then- 
currency. or cutting or rais- 
ing interest rates. Nor, given 
the terms of the stability and 
growth pact, will they be 
able to use fiscal stimuli to 
support growth. 

Policymakers cannot 
afford to allow Emu to dis- 
tract them from pursuing 
fundamental reforms. As we 
have seen in the recent flood 
of cross-country mergers and 
acquisitions, the European 
private sector is already 
responding to tbe new situa- 
tion. Governments need to 
build on the growing consen- 
sus in fevour of reform and 
put it to work achieving gen- 
uine changes on the ground. 

Tt is equally vital that Emu 
does not distract from the 
important international chal- 
lenges that Europe faces, 
particularly the expansion of 
the EU to Incorporate sev- 
eral countries of tbe former 
Soviet bloc. This offers an 
historic chance to cement 
these countries' transition to 
a market democracy. 

Turning to the second set 
of issues, clearly the US has 
a strong Interest in the 
euro's potential impact on 
the international fimm/na i 
landscape. Two questions 
have been raised in this con- 
text the effects on the inter- 
national role of the dollar 
and the implications for 
short-term trade and 
e x change-rate fluctuations. 

We generally do not specu- 
late about the future values 
of existing currencies, be 
they our own or others. This 
extends to future trends in 
the values of currencies that 
do not yet exist. With these 
qualifications, however, I 
would like to mafrp g 
general observations. 

The first point we in the 
US must remember is that 
the buck stops — and starts - 
with us. in the end. the dol- 


lar’s relative standing in thj 
international financial sya 
tem will always depeni 
more an developments hen 
than on events overseas. I 
we stick to strong and credi 
ble policies, the dollar wil 
remain a sound currency. 

It is difficult to predic 
with any certainty what tin 
role of the newly createc 
euro will be. Those who fore 
see it growing very rapidly 
in importance point to the 
fact that it will be tbe com- 
mon currency of countries 
representing a significant 
share of global output Those 
wbo are more sceptical 
argue that tbe euro will be 
without a proven track 
record. Investors, they say, 
will want to observe prog- 
ress towards price stability 
before making a commit- 
ment 

Where there is little dis- 
agreement is that, barring 
major policy errors, interna- 
tional currency holdings do 
not change at great speed. In 
particular, European finan- 
cial markets are unlikely to 
transform themselves over- 
night. It will take time 
before the range of euro- 
denominated assets comes 
close to matching the variety 
available in the US; or, given 
differing perceptions of the 
creditworthiness of govern- 
ment securities, the homoge- 
neity of the US market for 
public debt 

On the matter of future 
trade and exchange rate fluc- 
tuations, we should remem- 
ber that the main continen- 
tal European currencies 
have been fixed among 
themselves for some time 
now, with little tendency to 
fluctuate- Equally, each 
country has tended to recog- 
nise the importance of 


strong monetary policies for 
achieving robust growth; 
and the need for these to be 
underpinned by a sturdy 
financial system, sound fis- 
cal policies and independent 
central banks. In that sense. 
Emu will be a force for conti- 
nuity. Indeed, the fiscal con- 
trols envisaged within Emu 
could well be a force for 
lower interest rates in the 
US. . . 

Clearly, the US govern- 
ment has no direct role in 
most of the preparations for 
Emu. It is a different story, 
for Amer ican private sector'' 
companies actively involved 
in international trade or 
finance, or those with Euro- 
pean operations. They have 
a lot of work to do in such 
doma ins as accounting, 
finance, and information 
management - work which, 
tiven the close proximity of 
Sum, probably needs to 
speed up in the months, 
ihead. Although I cannot 
guarantee US business that . 
* mu will occur as promised, 
would advise them to be- 


The more the 


single currency 
helps Europe 
develop a robust 
and healthy 


economy open to 
world markets, the 
more welcome the 
project will be here 


The advent of the sringit. 
arrency will also raise ’ 
sues for the future evolu- ' 
on of the G7 and for 
“rope’s future participation 
i ; international organisa- 
tions such as the Interaa- 
tinal Monetary Fund.^ - * ’ 
We look forward to enga&, ' 
h? with the EU in these 
mttere next year after the- ’ 
section of the - first ’ 
numbers. The aim must be 
to ensure that Europe. 
enarges out of Emu with the : 
caprity to play an active, " 
coistructive role on the 
wold stage on political, 
JJ^etary and other mattters.:-. 
Tm corollary is limf Euro- 1 
Pea policymakere'wfll have 

to woid being overly pfeoc- 
cupefl 'with .building anfl. 
re ®fos tiie architecture of 
foufitary union; ’• • 

® j ^ repeat- ' 
™&the bottom Tin e; The 
moE the single currency; 
heljs Europe develop a 
robisfc and healihy economsr ^ 
opef to world markets, the 
welcome the. project . 
wra.be on this side of the 

Attotic. put -ft another way: ; ' 

fijiui .works for. Europe, it-- 

whfwork for ns. .. 
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Justice and 
Microsoft 


The . court action against 
Microsoft launched by the US 
Justice, department on Monday 
illustrates the problems of com- 
petition policy in technology 
businesses. 

The suit argues that Microsoft 
has violated a previous promise 
not to force computer manufac- 
turers which wish to buy a 
Microsoft operating system to 
license other software as well 
The other software at stake 
here is Microsoft's Internet 
Explorer browser, for use in 
accessing the World Wide Web. 
Since Microsoft supplies this 
software free, it might seem 
that forcing computer compa- 
nies to license it along with 
Windows is unimportant. Com- 
peting software, such as Net- 
scape’s Navigator, is easily 
available. Microsoft has done 
nothing that stops computer 
companies and end-users from 
choosing these rival offerings. 

But, says the justice depart- 
ment,' Internet Explorer is not 
just any old program. Browsers 
are an important element in a 
fundamental challenge that is 
arising to Microsoft's operating 
system monopoly", says the jus- 
tice department suit. 

. Browsers can be used as a 
substitute for the Windows user 
interface, potentially weakening 
Microsoft's hold on the market 
for PC operating systems. The 
justice department quotes from 
a Microsoft internal memo, 
dated April 1996/ which told the 
company's markAting managers 
that “if you let your customers 


deploy Netscape Navigator, you 
lose the leadership on the desk- 
top”. Hence the determination 
to make Internet Explorer as 
widely available as possible, 
using licensing muscle where 
necessary. 

The problem with the justice 
department's suit, however, is 
that, in internet time, April 1996 
is an age ago. Since then, Micro- 
soft has greatly strengthened its 
position in browsers, and Net- 
scape Navigator no longer looks 
like a Trojan horse for a rival 
operating system. 

The main reason Microsoft 
has achieved this is not its lic- 
ensing behaviour, but its break- 
neck technical development - 
its browser is now at least as 
good as Netscape's - and the 
deep pockets that allow it to 
give the program away. The 
next generation of the Windows 
operating system, due next 
year, will integrate browser 
technology into its inner work- 
ings in a way that makes the 
suit much weaker. 

The suit demonstrates that 
such piecemeal legal remedies 
are always likely to lag behind 
events. The federal competition 
authorities would do better to 
address the underlying issue: is 
Microsoft's dominance of oper- 
ating systems in users' inter- 
ests? If it concludes that the 
answer is no, it will need to 
mount a far more solidly based 
case than it has yet been able to 
muster. And if it concludes that 
the answer is yes, it should 
leave the company alone. 


Empty package 


The Japanese economic reform 
package, announced yesterday, 
was much more than just a dis- 
appointment. In announcing 
only vague promises of deregu- 
lation, the authorities have 
shown that they are not lacing 
up to the seriousness of Japan's 
economic plight Deregulation is 
certainly needed - and over a 
much greater range of the econ- 
omy than is currently being 
suggested. But on its own, it 
will do little to get Japan out of 
the economic hole it is now in. 

Over recent years, the Japa- 
nese economy has been kept 
just this side of recession. At 
first expansionary fiscal policy 
kept the economy going. April's 
rise in the sales tax put a dra- 
matic- e nd to this. Recently, 
exports have taken over as the 
Twain stimulus to growth. Now, 
though; t h i s support too could 
be pulled away. The end of the 
fall in the yen, and the currency 
devaluations in Asia, mean that 
export growth may falter. Fall- 
ing real incomes and a substan- 
tial debt" overhang mean that 
there is littirpuspect of domes- 
tic demand, plugging the gap. 
Japan thus risks sliding into 
folHdowii. recession. 

The Japanese look short on 
options.- The Bank of Japan's 
discount rate is down to 05 per 
cent. The Prime Minister has 
staked his reputation on reduc- 
ing Japan's budget deficit, cur- 
rently 7 per cent of gross domes- 
tic product. And further 


devaluation of the yen is 
unlikely to be tolerated by the 
US. 

However, there are actions 
that could, and should, be 
taken. A reduction in the dis- 
count rate, say to 0.25 per cent, 
is one possibility. But it is on 
the fiscal side that most can be 
done. 

The Ministry of Finance is 
insisting that any tax cuts must 
be matched with, tax rises else- 
where. But there axe two other 
options. One is to offset confi- 
dence-building tax cuts with 
rationalised expenditures. There 
is still a considerable amount of 
uneconomic public spending, 
often aimed at placating power- 
fill interest groups, such as the 
construction industry. It is time 
for this to go. 

The other option is to allow 
some easing of the fiscal stance. 
The Japanese fiscal deficit does, 
of course, need to be reduced. 
But it is now clear that the gov- 
ernment chose the wrong time 
to tackle the problem. A partial 
reversal of this policy, whilst 
adhering rigidly to the principle 
of fiscal consolidation in the 
long term, could well be justi- 
fied now. 

The Japanese authorities 
have another chance to reverse 
the slide of their economy next 
month, when the details of the 
package are announced. Deregu- 
lation must continue. But they 
must not rely on it to solve 
Japan's economic woes. 


Common wealth 


Commonwealth has long 
i derided as a grouping 
h, if it did .not exist, would 
nertl to be invented, 
mpts to give it more coher- 
jurpose have too often sim- 
xnderlxned the political and 
omic dispar ities between its 
ibers. Now, they may have 
utnce to play a genuinely 
'ant common role. 
e reason lies in the fimda- 
tal shifts under way in the 
i economy. Even a decade 
much of the dialogue 
w>n rich and poor countries 
ideologically coloured and 
«d on levels of official aid. 
terms of debate have been 
formed by the emergence 
rade and private capital 
i as the primary engines of 
al economic growth, 
asing pressure on govem- 
s to reform and liberalise, 
e trends may not be univer- 
welcomed. but are increas- 
recognised as irreversible, 
e changed climate is 
rted in the choice of trade 
investment as the headline 
e of this weekend’s Corn- 
wealth heads of govem- 
l meeting in Edinburgh, 
of the business forum 
b precedes it Properly han- 
these gatherings can make 
tinctive contribution to the 
sasingly urgent task of 
tgin g global integration, 
ary advance in that process 
ses complex new policy 
enges. One is that eco- 


nomic development is increas- 
ingly perceived to require fun- 
damental political reforms, 
which encourage corruption- 
free government and the rule of 
law. Another Is the threat of 
economic marginalisation faced 
by many of the poorest coun- 
tries. A third is divergent 
national stances on issues such 
as the environment. 

All these problems require a 
more co-ordinated global 
response. Yet international 
institutions such as the United 
Nations, the World Bank and 
the International Monetary 
Fund appear ill-equipped to pro- 
vide it - and can in some cases 
risk polarising further the posi- 
tions of industrialised and 
developing economies. 

The Commonwealth cannot 
hope to fill the vacuum. But it 
can aspire to help foster inter- 
national consensus on conten- 
tious global issues. Such con- 
sensus may prove elusive. But 
in a world short of suitable 
forums for seeking it, the infor- 
mality and economic and geo- 
graphic diversity of the Com- 
monwealth offer an opportunity 
which is worth seizing. 

The leaders need to recognise 
that, whatever their differences, 
their citizens have a shared 
interest in solutions which raise 
their nations’ living standards. 
There has never been a better 
moment to revive the group- 
ing’s original purpose - enhanc- 
ing members' common wealth. 


Mother of all monoliths 

The new boss at AT&T must reinvent the telecoms company if it 
is to keep pace with changes around it, says Richard Waters 


F or a corporate levia- 
than, adjusting to life 
in diminished circum- 
stances is never easy. 
A company seen one 
day as an unstoppable monster 
can. when stripped of Its aura of 
invincibility, appears a pathetic 
shadow of its former self. Neither 
image may be the truth: but the 
sudden shift in perception is dev- 
astating. 

This has certainly been the 
case with AT&T. Once a by-word 
for corporate power, the US tele- 
communications company has 
had its strength sapped by an 
assault from an army of newer 
competitors. Making matters 
worse has been a botched 
attempt to find a successor to 
Robert Alien the chairman and 
chief executive who has steered 
it through momentous changes 
since 1988. 

The problem over succession, 
though cleared up this week with 
the appointment of Michael Arm- 
strong as chairman and chief 
executive, has left the company 
without clear direction during a 
period of upheaval in the US tele- 
communications industry. 

"They have lost time," says Mr 
Dan Reingold, a telecoms analyst 
at Merrill Lynch. "And that adds 
up to a lot of dollars.” 

But it would be wrong to write 
off AT&T. The company known 
as Ma Bell still has 90m custom- 
ers and about half of the market 
for long-distance calls in the US. 
Its revenues, which topped $50bn 
last year, would still make it the 
biggest US telecoms company 
even if the struggle for control of 
MCI Communications results in 
an acquisition by either GTE or 
WorldCom. 

To shake off its image as a lag- 
gard, AT&T will have to prove 
three things. One is that it can 
protect its own core long-distance 
business while gaining a foothold 
in the larger, SlOObn local calling 
market, an opportunity created 
by last year's Telecommunica- 
tions Act Second, it must fill the 
vacuum that has passed for its 
international strategy. And third. 
It must prove that it can use Its 
vast resources to gain a techno- 
logical lead in an industry whose 
economics are being transformed 
by innovation. 

Mr Armstrong does not under- 
estimate the job of rebuilding. 
"There's a lot of similarity [with] 
what took place at IBM,” says Mr 
Armstrong, who spent the first 30 
years af his career at the com- 
puter giant. Lake IBM, AT&T has 
allowed itself to be outflanked by 
smaller rivals. Also like IBM, it 
has now had to turn to an out- 
sider to try to restore its flagging 
fortunes by re-inventing its staid, 
buttoned-down culture. 

The task of shoring up AT&T’s 
core long-distance business is 
already well advanced thanks 
partly to the executive whose res- 
ignation in July made way for Mr 
Armstrong's arrival John Wal- 
ter, another outsider brought in 
as heir apparent only a year ago, 
quit when it became clear he did 
not have the backing of the com- 
pany’s board to succeed Mr 
Allen. 

The fruits of Mr Walter's 
efforts are clear. The company’s 
share of tbe $ 80 bn long-distance 
business has stabilised at about 
50 per cent, after failing sharply 
over the previous year. For a for- 
mer monopolist, AT&T has had 
to live with a steadily falling 
market share, but the speed of 
that fall bad become alarming. 
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The stabilisation may only be 
temporary- Tbe five Baby Bells, 
local carriers that were split off 
from AT&T in 1984, are chafing 
at the bit to get into tbe 
long-distance business. With a 
near -monopoly on local calls in 
their regions and control of the 
lines that link virtually every 
home and most businesses to the 
wider telephone networks, they 
are in a good position to bite off a 
large piece of AT&T's business. 

Mr Armstrong can thank tbe 
regulatory swamp created by last 
year’s Telecoms Act for the fact 
that these companies are not 
already breathing down his neck. 
The Bells can only get into long 
distance after they have opened 
their local markets to competi- 
tion: yet the act has proved a 
flawed tool in the hands of the 
Federal Communications Com- 
mission, which has been charged 
with prising open these markets. 
Until recently, this bad seemed a 
problem mainly for long-distance 
companies like AT&T, which 
have found it bard to break into 
local calling. But it now looks a 
blessing In disguise: the last 
thing Ma Bell needs is an all-out 
attack from her own offspring. 

Eventually, though, the assault 
will come. Before it does, Mr 
Armstrong will have to find a 
more effective way than his pre- 
decessors of taking AT&T into 


local business. The company’s 
executives indicated this week 
that attempts to break into local 
calling had ground to a halt. Gail 
McGovern, head of its core con- 
sumer business, told Wall Street 
analysts that AT&T was no lon- 
ger trying to win new local call- 
ing customers in the seven states 
where it has launched a service. 

The poor showing is somewhat 
explained by the intransigence of 
the Bells, which have been slow 
to open their networks to compet- 
itors. But it also reflects strategic 
shortcomings at the long-distance 
carrier. 

A T&T first tiptoed into 
the local markets, try- 
ing to resell capacity 
it bought wholesale 
from the Bells even 
though the profits to be earned 
on this type of business are negli- 
gible. After failing to make much 
headway, it discussed a merger 
with SBC Communications, the 
Bell company that dominates 
California and the south-west. 
But the prospect of parts of the 
old Bell system recombining 
caused horror in Washington: the 
deal was ruled out by the FCC. 

A similar step towards "verti- 
cal integration" in the US tele- 
coms industry was proposed last 
weds by GTE. which hopes to 
combine its own local networks 


with the long-distance business 
of MCI. Yet even if this is 
approved by the regulatory 
authorities, it may not provide 
enough cover for AT&T to restart 
talks with a Baby Bell Mr Arm- 
strong has indicated that AT&T 
would be pushing regulators to 
allow it to buy a local carrier. 

Two other options are for 
AT&T to use its extensive wire- 
less operations or to build its 
own facilities. Other AT&T exec- 
utives have played down the 
prospect of a massive construc- 
tion programme. “There’s simply 
no need to invest billions and bil- 
lions of dollars,” says Dan 
Somers, the chief financial officer 
brougbt in under Mr Walter. 
Owning the “pipes" through 
whicb telecoms traffic passes is 
not as important as creating, 
branding and selling telecoms 
sendees to customers. 

If AT&T does not build the new 
networks itself, someone else will 
have to. That points to a strategy 
linking the company closely with 
the many so-called competitive 
local exchanges, or “Clecs", 
which have sprung up around 
the country to chip away at the 
Bells' business. AT&T may not 
need to own these facilities Itself, 
but it must find a way of secur- 
ing their long-term loyalty. 
“They need to stimulate alterna- 
tive forms of [local] access," says 
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Tsair's in 
their eyes 


■ ,What.toxnakeofBoris 

■ Jordan's discomfitures in 
-Moscow? The 3l-year-old y 

. American known as .the “Tsar* 
for his role in putting Russia's - •: 
booming stock market on the 
, nua>. -baff already had bis. visa _ 

■ revoked twice to little more titan 
. a year.. Now he's been, warned 

' that, as a foreigner, he might hot 
' receive a Hoence to rim.a . - 
Russian securities house. ' 

B*s all -moire than a minor ■ 

inconvenience fbr the energetic 
Jordan, who was planning to 
merge Renaissance Capital - the 
. bank he founded in 1996 - with 
the Russian- owne d MFE group. 
The former CSFB banker has 
returned to Moscow on a 
.temporary visa to try and 
spuooth, things over with the * - - 
authorities. The descendant of 
an dmigr£ family, he is said to be 
' considering taking bat Russian. 
dtiaghstup a a way through the 
regulatory thicket 
_ But dxaictiy why the 
impeccably-connected Jordan 
Iras fallen foul of officialdom 

isn’t dear/ One. theory holds that 
be’seaught up in a “bankers' 
war M lKtween rival fi na n cia l 
factions. The young hot-shot has 
certainly got powerful friends on - 
his .sldeyGeorge Soros was 
suijphg his praises in Moscow 
.this Week and Ontudmbank chief . 


Vladimir Potanin is another ally. 

inevitably, Jordan's picked 1 1 
up his share of powerful enemies, 
on hfo way to becoming one of 
Moscow’s big-bitters. 

So' while riyal bankers. are 

; pleasure from the . 
caused to . 
Renaissance, they should be - 
- more than a iittie worried, too! If 
'• ‘.the Tsar can get snared in 
. .■. Moscow's tangled web of 
infiuence.'what hope for the rest 
oFfhe* financial aristocracy? - ' 


Where'sBibi? 

■-fer^eTs telegenic prime 
mrwlgtor Ben jamin Netanyahu 

doesn’t usually miss a chance to 
parade. In front-of the cameras. 
Strange, ffien. that the . 
well-groomed premier declined : 
ah invitation. to attend 
yesterday's glitzy diplomatic 
g ath eri n g in Tel Aviv - the 

t >pening rf the Fares -- 
Centre for Peace. 

The man who loves to mingle 
with the great and good passed 
op a goMenoppcn'tiimty to press 
flesh .with the Hkesof IMF 
deputy director Stanley Fischer • 
and Warren Christopher, former 
US sectistary.ofstaie. . 

Of course, coddling tip. to the 
manbehSndthe centre - . 
pnirHffai rival Shimon Perea - 
wasnevergoihgto be easy. 
Relations haven’t been cordial . ; 
sinceNetanyaira’s wafer-thin 
election victory lest year. And 


he's hardly ah unconditional 
supporter of the Oslo peace 
process t£at Peres sat in motion 
to International acclaim But if 
tbe prime minister was aiming 
to kieep it low profile, his 


mar k. He was more conspicuous 
■ hy hlaftbaaraw than If ha'ri 

turned np wearing a frock. 


A deal is cut 

H Th^m winy ha nmrH 'iaHn g K 
about his suitability for tbe job 
but Nicky Qppenheimer. who 
doesn't even become De Beers 
' <r» ha ti T »i u m until January, is off to 
a good start with a deal which 
brings Russia back into the 
riiamrmri cartel. 

IVtWr fl gHnw atin n Of the 
family to head the diamond 
business, 52-year-old 
Qppenheimer says he relishes 
. the challenge. But, beyond 
signing ceremonies In Moscow, 
he faces a much bigger test in 
trying to coax the Australians 
back Into the fold. Western 
Austrafia’s Argyle mine, the 
world's- biggest diamond . 
producer in volume terms, 
an g ril y quit thB cartel last year 
saybag it had been badly served 
byDeBeers;■ 

. .. Cfe^qhetoHr says he would 

welcomeAigyle’s return but as 
yet there are no s^os of - 
rapprodiement. “Once you’ve 
got ajiivurce; it’s difficult to 
reestablish contact again. We 


would certainly do our bit if we 
felt that it was possible to get . 
them back.” Sounds like 
Qppenheimer will have his 'work' 
cut out if he wants to prove that, 
like riianumria , cartels are 
forever. 


Play that tune- 

■ Japan may have a reputation 
as a technological powerhouse, . - 
but tbe country's public sector ' '. 
often seems stuck in tbe era of - ~ - 
carbon paper and blotting pads. 
Until now, that is. All 500 
members of the lower house of - 
the Diet have been given laptop* ' 
computers and handy little ; 
printers to help them with the : 
complicated business erf. .. 
government 

In theory, the politicians will ' - 
be able to swap e- mail with 
voters and even Chenir . • =■ . 

parliamentary proceedings over 
the internet - although, in ' 
practice, it’s going to be a while - 
before the digital revolution isin - 
fiill swing. The Diet baa set up n ' 
help line to assist . / '' . 

technologically-challenged 
parliamentarians. And it’s been ' 
inundated with queries as basic". . 
as how to find the “on” switch:- ; - 

Still, it shouldn't be long; ' 
before the political.ehtefeel: - 1 X". 

quite at home with tbeir new = 
electronic gadgets. As- w^l as- .// ’ 
the usual word procesahgand^ ■ - 
internet stuff; they're Ml loaded ‘ ■ 
with karaoke software. ' V* • ' 


Mr Reingold of Merrill Lynch. 
“They should put seed capital 
into tbe Clecs, and make 
long-term revenue commitments 
to them.” 

If the local markets are AT&T's 
most immediate problem, its sec- 
ond task is to find a way of 
expanding its international influ- 
ence. Tbe company has sat by 
while other cross-border links 
have been formed around It - 
those between MCI and British 
Telecom on one side, and Sprint, 
France T&l&com and Deutsche 
Telekom on the other. 

Mr Armstrong bas put interna- 
tional strategy at the centre of 
his plans, though offering few 
clues as to what he bas in mind. 
He will only say: “AT&T bas the 
resources and the technology to 
form partnerships and joint ven- 
tures, or to acquire the kind of 
partners that are necessary." 

Even if AT&T does manage to 
reassert its position in the inter- 
national, local and long-distance 
businesses, Mr Armstrong's job 
will be only half complete. He 
must also help AT&T master the 
technical chang es that are sweep- 
ing the telecoms industry. This 
threat was summed up by this 
month's bid from WorldCom for 
MCI, a combination that would 
create a company with a domi- 
nant share of US internet traffic. 

Until now, AT&T has looked 
like a potential victim, rather a 
beneficiary, of technological 
change. New rivals, armed with 
digital technologies, are spring- 
ing up around it. These in c lude 
Sprint, which is close to complet- 
ing a new national wireless sys- 
tem, and two start-up companies, 
Qwest and EEC, which are build- 
ing fibre-optic networks that 
could put the existing four 
national telecoms systems - one 
of them run by AT&T - in the 
shade. 

It is the need to keep up with 
technological developments that, 
more than any thing , explains 
why Mr Armstrong has been cat- 
apulted into the top job In US 
telecoms. Over the past five 
years, as chairman of Hughes 
Electronics, he has turned the 
General Motors subsidiary into 
the most successful satellite tele- 
vision broadcaster in the US. 
Technological prowess was not 
something that Hughes had 
lacked, but it took Mr Armstrong 
to develop that potential and add 
the marketing verve that created 
a new consumer market 

As AT&T looks to move away 
from its traditional voice-based, 
circuit-switched business, these 
skills win be in demand. Mr Arm- 
strong claims not to have delved 
deeply into AT&T's technology 
base yet. But, he adds: “I do 
know that the shift from voice to 
data and video is profound: I do 
know that we’re going from cir- 
cuit switching to packet switch- 
ing; I do know that bandwidth on 
demand ... is essentlaL” 

AT&T’s board has bet that Mr 
Armstrong is the man to unleash 
the potential in the company's 
vast customer base and techno- 
logical resources. They have also 
wagered that he will be able to do 
so before a new generation of 
telecoms companies grows up to 
deliver the sort of video, data and 
internet services that businesses 
and many residential customers 
are demanding. 

“The technologies to support 
[these services 1 are known: 
they’re here," says Mr Arm- 
strong. “What is called for is 
their deployment.” 


MO years ago 

NewDanobian Bridge 

- The Servian Government has 
expressed its willingness to 
pay . the cost of the 
construction of a new bridge 
to canned the two banks of 
the Danube between Turtiu - 
Sevarin on the Roumanian 
side and Kladova on the - 
Servian side, together with 
the construction of a new ime ' 
of railway running from the 
D anube through Servia and * 
.ultimately to a port in the ' 
-Adriatic. The bridge alone ' 

will costtwenty million 
francs. A delegate of the 
: Rruimamaw Ministry 'nf-P wbWt* 
/Works Win shortly leave for 
Belgrade in order to discuss- 
the details with the Servian - - 
Government - 

SOyearsago 

State Gas Bill This Session - 
r 35ie' gas industry is tobe 
brpught under public - 
ownership this session, it was 

- announced in tbe King's 
: Speedb-at the opening of 

Parliament yesterday. As 
■geniKsdlbraxiierted, no : ~ . 
mention was made in the 
Speech *? the steel industry. 

■ but-Taier ia the day Mr Attlee, 
durbagibe debate declared:- 
Xi believe there is an ... 
brcrwhehnmg case in the . 
national interest.-. . ttiat it js 
amiiitejtfjMQfibie ‘ 
Govmnnjent in the present .. 
Parfiament to nationalise - - 
relevant portions of the Iron 
and steel industry” - 


i 





16 


sJZa 

A world leader in 
flexible connectors 

Tot 01923 77S547 
A DM&kui of Senior Enginoating Group pic 


FINANCIAL TIMES 


brother 


Wednesday October 22 1997 



Virgin Express to list 
in US and Belgium 


By Charts Grosser in London 


Virgin Express, the low-cost 
airline based In Brussels and 
controlled by Richard Bran- 
son, is to become a publicly 
quoted company via a dual 
listing in the US and Belgium. 

The company is due to have 
filed the required financial 
documents with the US Securi- 
ties and Exchange Commission 
as early as today, and it is 
expected that its shares will 
start trading by the end of 
November. 

The public offering matte a 
radical move for Mr Branson, 
who took his Virgin group pri- 
vate in 1988. Since then, it has 
grown into a sprawling empire 
ran g in g freon wedding dresses 
to financial products. He aiwn 
plans to offer shares in the 
company's rail business in the 
UK next year. Merrill Lynch, 
the investment bank, is under- 
stood to be advising on the 
Virgin Express offering. 

Virgin Express carries about 
2.5m passengers a year and 


files from Brussels to seven 
destinations, including Rome, 
Barcelona and Nice. 

The share listing, on both 
Nasdaq in the US and Brus- 
sels, is expected to capitalise 
Virgin Express at some $200m. 
About JlOQra of new money 
wifi be raised, with some of the 
proceeds going towards 
expanding the fleet and the 
rest being used to finance 
working capital. 

Mr Branson does not plan to 
sell any shares in the offering, 
but his holding could be 
diluted to below 50 per cent 
His group owns 90 per cent of 
the equity, while 10 per cent is 
held by the fanner sharehold- 
ers of Eurobelgian Airlines 
(EBA). 

Virgin acquired EBA in 1996 
far $6Qm. Since then, its pas- 
senger numbers have jumped 
by more than 50 per cent and 
the mlv of passengers has 
shifted towards scheduled, 
rather than charter Rights. 

The company is taking deliv- 
ery of three new Boeing 737 


aircraft next year, taking its 
total fleet to 18. The public 
offering will enable the com- 
pany to expand its routes. It is 
believed to be looking at 
opportunities to connect Brus- 
sels with UK cities such as 

Edinburgh, Bi rmingham and 

Manchester. 

The company is believed to 
make a small profit, after 
breaking even last year on 
turnover of about $i80m. 

Mr Branson will be chair- 
man of the listed company. 
Also on the board Is Jonathan 
Ornstein, chief executive of 
Virgin Express. He declined to 
comment specifically on 
offering yesterday, but said: 
“Deregulation in the European 
ah-Tine market provides a one- 
off opportunity for the Ameri- 
can low-cost concept” 

Virgin Express will become 
the third European low-cost 
airline to be tbe subject of a 
public offering this year, along 
with Ryanair and Debonair. 
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BC Partners raises $l.lbn 


for European buy-outs 


By Katharine Campbell, 
Growing Business 
Correspondent 


BC Partners, one of tbe early 
entrants to the pan-European 
management buy-out market, 
has raised an Eculbn ($U2bn) 
fund targeted at the UK and 
continental Europe. 

The size of the fund shows 
international investors' con- 
tinuing enthusiasm for private 
equity in the region, as local 
economies restructure and 
throw up an increasing num- 
ber of significant buy-out 
opportunities. 

Last month. Doughty Han- 
son completed a Kb5bn fond, 

by for the largest to date. A 
handful of other managers are 
competing at that pnri of the 
market including Schroder 
Ventures (with a new $lbn 
fund) and Charterhouse 
(£800m). 

The development of bigger 
funds means that private 
equity managers can compete 
effectively with industrial buy- 
ers for increasingly sizeable 


businesses. The BC Partners' 
fund wOl be invested over a 
period of three to four years in 
between 10 and 15 European 
companies, which would be 
sold for up to £L5bn each. 

John Burgess, a senior part- 
ner, predicted that deals would 
continue to grow. “There are 
some very large private busi- 
nesses being sold in transac- 
tions worth 31 bn or so." 

The group’s recent deals 
include the purchase in Janu- 
ary of Ehs, a French company 
that rents linen and uniforms. 
Ehs Is forecast to achieve sales 
of FFr5bn ($842m) in 1997, 
although no figure has been 
disclosed for the value of the 
buy-out. At the end of last 
year, it also backed a DM76Qm 
(3434m) buyout by managers at 
Techem, a German specialist 
property management com- 
pany. 

Mr Burgess said: “The mes- 
sage of shareholder value is 
definitely moving through the 
continent and driving large 
companies to focus on their 
core business.” That meant 


more divestments for private 
equity participants to back, he 
forecast. 

BC Partners last raised 
money in 1994 and has fully 
invested the Ecu450m proceeds 
from that exercise. Mr Burgess 
added that the new fund - its 
sixth - was heavily oversub- 
scribed. “We could have raised 
a lot more, but we are not here 
to be the biggest. We are very 
selective.” 

Mr Burgess declined to dis- 
close details of the partner- 
ship’s investment record but 
said that three-quarters of the 
money raised in its latest fund 
was provided by investors who 
had backed its other funds. 
American investors contrib- 
uted 40 per cent of the totaL 

Formed in 1986 as Baring 
Capital Investors, BC Partners 
was itself a result of a manage- 
ment buy-out from the invest- 
ment banking group in 1995. 
The group has offices in Lon- 
don, Paris. Milan and Ham- 
burg but unlike some other 
managers, it operates with a 
single partnership structure. 


Citicorp takes $889m charge and cuts jobs 


Continued from Page 1 


and premises. Tom Jones, 
chief financial officer, said: 
“We’ve been getting ready to 
centralise and become more 
efficient for some time and the 
organisation to do this lias 
bear in place since March.” 

So for this year, the bank 
has changed its management 
structure to give William 
Campbell, a former chief exec- 
utive of Philip Morris, the 


tobacco and consumer goods 
company, control of global 
retail banking and credit card 
operations. It has also consoli- 
dated its worldwide advertis- 
ing and direct marketing 
accounts under the Young & 
Rubdcam advertising agency. 

Tom Hanley, banking ana- 
lyst at UBS Securities, said 
these moves demonstrated 
that Mr Reed was in "complete 
control” and added that the 
charge would strengthen the 


bank’s position as the only 
truly global consumer banking 
franchise. 

The company's results also 
showed that the turmoil in 
south-east Asian currencies 
during the third quarter bad 
not affected its foreign 
exchange revenues. 

But Mr Reed predicted that 
“continued turmoil would 
likely affect business volumes 
and credit quality in the 
region". 


Japanese 
emergency 
package 
attacked as 
inadequate 


By Paul Abrahams fai Tokyo 


A package of emergency 
measures proposed yesterday 
by Japan's ruling Liberal Dem- 
ocratic party to kick-start the 
country’s stagnating economy 
was attacked as lacking detail 
and faffing fo add ress struc- 
tural weaknesses. 

Tbe Nikkei 225 index of lead- 
ing shares rose to a day ’s higb 
of 17,554 before dropping 334 
paints, ar nearly 2 per cent, to 
17,210 after the package was 

annflnry-ori 

Criticism came froin western 
firms. “It was astonishingly 
short on specifics,” said Robert 
Feldman, chief economist at 
Salomon Brothers in Tokyo. 

Kanezo Muraoka, chief cabi- 
net secretary, said the govern- 
ment would use the proposals 
by the LDP, which is the lead- 
ing parly in the ruling coali- 
tion, as the of an emer- 
gency economic package to be 
introduced next month. Revi- 
sions to taxes would take Ion- 
go: as the LDP’s tax commit- 
tee is unlikely to come to any 
conclusi on unto December. 

The proposals included lim- 
ited measures to promote 
deregulation, and liquidity in 
tbe property market, help for 

mimH nnf ! Kiitri . 

nesses and an undertaking to 
reform the tax system. 

Funds will also support 
formers and the construction 
industry - through bringing 
forward public works pro- 
grammes - but there were no 
substantial prime pumping 
measures or fiscal loosening. 
Hiroshi Mitsnzuka, finance 
minister, said: “Well do what- 
ever is possible to help the 
economy but we cant resort to 
fiscal spending.” 

Hopes that the LDP would 
reveal cuts in Income tax or 
corporate tax were dashed. 
The LDP and bureaucrats from 
the ministry erf finance have 
foiled to reach agreement. The 
m i ni str y is anxinm? that tax 
cuts should not worsen 
Japan’s hefty fiscal deficit. 
However, farther details may 
be disclosed later this week. 
The most important measures 
were aimed at the troubled 
property sector where debts 
have hobbled Japan's banks. 
The LDP said it wanted to: 

• Freeze or abolish the land 
holdings tax, which increases 
the cost of owning land. 

• Review regional taxes on 
land sales. 

• Ease rules an securitisation 
of real estate loans, a means of 
“packaging” portfolios of loans 
and selling them as bonds. 

• Provide additional tax cred- 
its on residential house pur- 


• Report land transactions 
after, rather than before, deals. 

• Change zoning rules. 


Disappointing package, Page 
6; Editorial comment. Page 15 


FT WEATHER GUIDE 


Europe today 


Scandinavia wffi have a cold 
northerly wind and sleet or snow 
showers. Heavier foils are possible 
later. South-east Scandinavia and 
the Baltic States wfll be warmer with 
outbreaks of rain. Eastern Europe 
and western Russia wfll be cold with 
temperatures below freezing at 
dawn but there wffl be some sun. 
Germany and Britain wU also have 
dawn frost but there wfll be plenty of 
sunny speUs. Central and western 
Europe wfll be rather cloudy but 
mostly dry. The western 
Mediterranean, Iberian Peninsula 
and Italy will have heavy showers 
and scattered thunders tor ms. 


Fhe-day forecast 

The Mediterranean will stay 
unsettled with further showers in 
central areas. The east, however, 
should stay fine and the Iberian 
Peninsula will become drier. Much of 
western Europe wfll be dry but 
northern and eastern Europe wifl 
become weL 
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Situation at mttetay- Temperatures maximum for day. Forecasts by PA KteatfKtfOvrtre 
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F*28 82 
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Fair 16 64 
Fair 21 70 
Fair 24 75 
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Bangkok Shower 33 91 
Barcelona Fair 24 75 
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Cairo 
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Sun 22 72 
Fair 11 52 
Cloudy 12 54 
Cloudy 7 45 
Cloudy 24 75 
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Cloudy 8 46 
Cloudy 7 45 
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FVr32 90 


Cardff Fair 12 54 
Casablanca Far 25 77 
Chicago Shower 2 36 
Cologne Sun io 50 
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Frankfurt Fair 9 48 
Geneva Cloudy 15 59 
Gfcraftar Rai nZl 70 
Glasgow Fair 10 SO 
Hamburg Fair 9 48 
Helsinki Shower 2 36 
Hong Kong Fair 29 84 
Honolulu Fair 30 86 
Istanbul Fair 15 59 
Jakarta Fair 3i 88 
Jersey Cloudy 14 57 
Jo'bura Sun 23 73 
Krais Fair 33 91 
Kuwait Cloudy 34 S3 
L Angeles Sun 22 72 
Las Palmas Fair 23 73 
Uma Cloudy 24 75 
Lisbon Thunder 21 70 
London Sun 14 57 
LuxJbourp Fair 10 50 
Lyon Fair 10 64 

Madeira Shower 25 77 


Madrid ThundarlO 66 
Majorca Fair 24 75 
Matts Thunder 24 75 
Manchester Fan i 52 
Manfla Thunder 31 B8 
Melbo urn e Fair 18 64 
Mexico City Fair 22 72 
Miami Fair 29 84 
Man Rain 15 59 
Montreal Slower 4 39 
Moscow Drizzle 2 38 
Munich Far 6 43 
Nairobi Cloudy 27 81 
Thundar21 70 
Fair 28 82 
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Forth Fair 23 73 

Prague Fair 6 43 


Far 13 55 
Rain 17 63 
Fes' 23 73 
Fair 9 48 


Ctoug 13 55 


Rangoon Fair 32 90 
Reykjavik Cloudy 6 43 
iVo Shower 25 77 
Rome Fair Z3 73 
S. Freco Sun 22 72 
Seoul Fair 21 70 
Singapore Thun 33 91 
Stockholm Shower 6 43 
Stnwb'rg Cloudy 10 50 
Sydney Fair 18 64 
Tangier Fair 23 82 
TetAvfv Thunder 25 77 
Tokyo SOT 22 72 
Toronto Fair 5 41 
VancouverCloudy 11 52 
Verses Rain 15 59 
Vienna Fair 9 48 
Warsaw Fair 5 41 
Washington Sun 15 59 
WeHngtan Shown 3 55 
Winnipeg Fair -1 30 
Zurich Rain 10 50 


THE L EX COLUM N 


Blue chips see red 

U«a. moTIV 


Europe and tbe US have survived 
the 10th anniversary of Black Mon- 
day unscathed. But Song Kong has 
uot, with the Hang Seng blue chip 
hufor foiling 9 per cent this week. 
One explanation is continuing 
worry that Hang Kong could be 
infected by the currency crises rag- 
ing through Asia. Last week’s 
devaluation by Taiwan - like Hong 
Kong, a developed econo my wi th 
strong foreign exchange reserves - 
has added to twftchiness. Though 
tew believe the Hong Kong dollar's 
peg to the US dollar is under seri- 
ous threat, interest rates have had 
to rise sharply to defend it. Given 
the stock market’s wei ghtin g 
towards p roperty and banks, equi- 
ties have Slid. 

ff currency nerves were the com- 
plete explanation, investors could 
be sanguine. As soon as calm 
returned, interest rates could fall. 
But there are two other causes for 
concern. First, the Asia tigers' prob- 
lems may damage the real economy 
- for example, because their citi- 
zens will have less money to spend 
an visits to Hang Kong. Second, the 
foil in Hong Kong’s blue chips-has 
rmruriried with the pricking of the 
red chip bubble, as investors doubt 
how long Beijing will inject state ' 
assets into Hong Kong vehicles at 
bargain prices. There is even. a. 
CTwnn chance that this week's 94hn 
flotation of China Telecom (Hong 
Kong), the most high-profile red 
chip, could flop. Thai would raise 
the risk of contagion: since many 
local investors boy red chips with 
borrowed money, margin calls 
could force them to liquidate blue 
drips too. 
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^ of ms zeaBy «****"*£ 
Endesa’s share price should toye 

S^perfdnned ^ 12 

the last month. I^cally^evCT^ 

collapse of the Orifean deal would 

mace rtainty, together, with the How 
to Endesa’s reputation for nifty 
Latin American footwork, ^ which 
has done the damage And the over- 
wh elm in g likelihood is that baa 
worries will recede as some rescaa- 
tion to the Chilean situation te 
found. But this merely h&tte*ibe 
question: even If it might not have 

got tbe aggressive Endesa , sbare- 

price of a -few months ago; she™ 

tbe government not havehdd off 
until the row calmed down? 


SotocD Kmwi^ ICV 


RJB Mining 


“unbundle” its browser, It will hit 
at the group’s attempt to ex te nd its 
empire from, computers to the, net. 
That would be great, news for Net' 
scape, which stiff ijas 1 aboat 60 per 
cent of the browser market but is 
rapidly taring share. : 

The real danger is longer tarn . So 
far , the view of Microsoft as an 
“evil empire” intent on da n ri n ati o n 
has been largely ‘Confined to ite 
rivals and a few cojjgjuter nerds. If 
it ever spread tdt'&onsmners, it 
cquld hamper the/^bnp T s atte mp t 
to embrace new markets - as it 
must, if it is to maintain above- 
average growth. Of course. Micro- 
soft could act with more sensitivity, 
particularly on issues ftke b undling . 
But the only game BED. Gates seems 
to play is hardball. 


Tbe dramatic 24 per cent plunge 
In RJB Mining’s share price is T a 
reminder that it is both volatile and 
unloved. But if there is a message 
in tins, it is as much about the 
inefficiency off the market as the 
outlook for the company.Tfce 
run-up to lie expiry next Mar* of 
its contracts witb the electricity 
generators £ which account for 
about 85 per.oc mt of sales - was 
ah&ys going to be fraugfafc sates 
are settb folk by same 3° cent, 

per cent ’ ' 

When investors- drove up the , 
price to 625p is months ago,, good 
o perating - figqres iffluded tbHa; to 
this reafftyv^Bat the entreat pricedF 
I83^p .te afop other-wo rlaiy-. T bfr 


Microsoft 


What should investors make of 
the latest attack on Microsoft by 
tbe US Justice Department? In the 
short term, very little. Imagine the 
regulators are allowed to do their 
worst and the court imposes fines of 
51m a day on the software giant. 
Even if those fines continued for 
ever, the financial impact at a 10 per 
cent discount rate would be $3JS5bn 
- barely 2 per cent of Microsoft’s 
market capitalisation. 

The commercial consequences are 
potentially more serious. Having 
woken up late to the internet, 
Microsoft has been making up for 
lost time by offering its Internet 
browser as a package with its domi- 
nant Windows operating system. If 
the Justice Department can prove 
this is an illegal abuse of market 
power and force Microsoft to 


Endesa 

With hindsight.; one must ask 
whether the Spanish government 
was right to press- ahead with the 
latest Endesa offering - at least; 
while the power, group was* 
embroiled in a bigiSiflean political', 
fracas. True, fhea&b-ha has Mf 
Endesa 's share price but of all pro- 
portion. We are tailing off a $L2tm 
investment, email beer for a group i 
with a $24bn enterprise value. Yet 1 
contro ver s y was always likely. End- i 
esa has acquired effective control of ’ 
the C3iIlead^gron£&iersSs with a ! 

stake of jnst SSperafat; it has done !. 
so by buying specially privileged 
shares in a few crucial holding camr 
parties. When tile result is that 
seven Enersis managers are receiv- 
ing $500m between them, it is 
hardly surprising that everyone 
from minority shareholders to lead- 
ing crwiram politicians is bleating. 

In the cold hght ofday, of course. 


nmiHy nncm : iiyian t • 

tire blam&^’tootang tthcfjed for. 
rescue. £roBn : a coal-friendly 
gorenamt n ^txti ngtO F reaSSe 
that ministers were more worried 
about the e nvi ron m ent; than>mitt- 
era* jobs. ' Boor disclosure, .which;, } 
Recounts fin:. huge diversity, in 
dr London forecasts, did not fafi&xitjv 1 
' The. irony Is that investors bayfe; 
become disaffected at just i'.; 1 ™*; 
moment , that the company 'hast, 
started grasping nettles. After; prog? 
vioualy ’ insisting it was not 
business of cSosfog pits, RJB Isab#’ 
rinsing the Asf&Sbr colBery — * 
stopping development at 
four. There ' saris ttf cuts, 

trifle a handsome boost to 4 

Busting ahead off the contract rene- 
gotiation may seem risky. But evmi 
assuming a gloomy outcome, the' 
shares are probably trading - car 
about seven times next year's earn- 
ings. That is har dly expensive. 


Additional Lex on Harrisons & 
Crossfleld, Page 23 



As a founder sponsor of Richard Noble's DirustSSC, TI Group cangrandates Andy Green 
through the sound barrier Storming across the Black Rode desert, An^ 
seamless steel tube space tone. Bundy bake arri fed lines ** John 

H Group, the British world leader in speda&ed aigincErin^ salutes the immense ; ‘ " 



Bundy and John Crane arc two of TI Group’s three 

Each one is a technological and marios kader mics 



TI Group to getthe critical answeesrig^ i B customers. NMxk&vtdei 
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Wang expected to acquire Olsy in deal that could be worth $lbn 


Olivetti close to selling IT unit 


By Paul Betts In Milan 

Olivetti is expected to 
complete within a few weeks 
the sale of its Olsy information 
technology systems and ser- 
vices subsidiary to Wang Labo- 
ratories of the US. 

Banking officials in Milan 
said yesterday the deal could 
he worth as much as $lbn and 
would lead to the merger of 
Wang and Olsy. Wang would 
acquire Olsy. which has 
annual sales of about L4,500bn 
($ 2 . 6m), in a cash and share 
transaction. In turn. Olivetti 
would become the largest 
shareholder in the US com- 


pany with a stake of about 19 
per cent. A deal would mark a 
further significant step in the 
transformation of Olivetti from 
an information technology 
company to a holding group, 
conducting its business 
through international aniannes 
and partnerships. 

The revamp has been the 
centrepiece of the rescue strat- 
egy of Roberto Colaninno, who 
took over as Olivetti chief 
executive 12 months ago when 
the Italian company appeared 
on the verge of collapse. In 
January, he helped orchestrate 
the disposal of the loss-making 
personal computers business. 


Last month, Olivetti entered 
into a L&350bn telecommuni- 
cations partnership with Mari- 
nes mann of Germany, which 
took a 49.9 per cent stake in 
Olivetti's fixed-line and mobile 
telecoms interests. 

Olivetti Is understood to be 
negotiating an International 
partnership for its Lexikon 
office equipment subsidiary • 
its third core business after 
telecommunications and infor- 
mation technology. 

Talks are believed to be at 
an advanced stage over a tech- 
nological partnership with 
Xerox of the US. This partner- 
ship could develop into a share 


swap, according to Italian 
hanking officials. 

Lexikon ’s principal interna- 
tional partner has been Canon, 
but the Japanese company is 
understood to be reluctant to 
extend its digital technology to 
Olivetti. The Italian company 
has sought a strategic partner 
to help it renew its office 
equipment product line. 

Growing expectations that 
Olivetti is close to a deal with 
Wang have helped the Italian 
company’s share rally over the 
L1.000 level this week. The 
rally has, in torn, fuelled 
expectations that Olivetti will 
soon announce details of its 


planned L670bn capital 
increase, involving new shares 
with a nominal value of Ll.000. 
and convertible bonds. Olivetti 
shares need to trade over 
LI ,000 before the company can 
launch the capital increase. 

Analysts cautioned yester- 
day that the negotiations with 
Wang were more complex than 
Olivetti's recent telecommuni- 
cations agreement with Man- 
nesmann. In the case of Man- 
nesm an , the deal involved 
Olivetti's prize holding In the 
fast-growing Omnitel mobile 
telecoms business, long 
regarded as the Italian compa- 
ny's most attractive asset. 
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Endesa 
shrugs off 
first day 
bout of 
selling 

By David White in Madrid 
and Vincent Boland in London 


China Telecom 
shares retreat 
on grey market 

$4bn issue seen as benchmark 
for other Beijing-backed stocks 
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By John Ridding 
in Hong Kong 

Shares in China Telecom. 
Hong Kong's biggest flotation, 
dipped to their issue price in 
grey market trading yesterday 
amid sharp falls in China- 
backed shares in the territory. 

Analysts said China Telecom 
shares had fallen from a high 
of more than HK$20 this 
month to between HKJ11.60 
and HK$12 in unofficial trad- 
ing. compared with a net issue 
price of HK$11.6& 

The $4bn issue, set to start 
trading in New York today and 
in Hong Kong tomorrow, is 
seen as a benchmark for Chi- 
na-backed shares. 

“If this one falls below the 
issue price, then it will be a 
blow to sentiment across the 
sector." said one broker at a 
ffnng TTong investment hank. 

The issue, globally co- 
ordinated by Goldman Sachs 
and China International Capi- 
tal Corporation, was sub- 
scribed 30 times by Hong Kong 
investors. This was lower than 
expected and fell short of sub- 
scription rates for previous 
red-chip issues - Hong Kong- 
listed companies controlled by 
mainlan d businesses or gov- 
ernment groups. 

The muted response partly 
reflected a fall in China-backed 
shares in recent weeks. The 
drop continued yesterday, with 


the red-chip index tumbling 
more than 9 per cent to 2.329 
points, extending a decline of 
some 40 per cent in the past 
month. 

A fall in the broader stock 
market, which yesterday hit a 
six-month low, and a slow- 
down in asset injections from 
mainland parent companies 
have prompted the decline in 
the red-chip sector. This was 
accentuated by a speculative 
surge ahead of Hong Kong’s 
return to Chinese sovereignty. 

C hina Telecom is seen as a 
high-quality company com- 
pared with many China-backed 
issues on the Hong Kong mar- 
ket Beijing’s Ministry of Post 
and Telecommunications said 
the company would be the sole 
vehicle for foreign investment 
In China’s fast-growing tele- 
coms sector. Its main assets 
include the MPT’s mobile tele- 
coms operations in Guangdong 
and Zhejiang province. 

Senior red-chip executives 
travelled to Beijing this week 
to secure backing for asset 
injections and acquisitions. 
But Zhu Rongji. China's top 
economics official, refused to 
make a statement of support, 
although he said any asset 
injections would be of high 
quality. 

Asian clouds, Page 6 
Lex, Page 16 
World stocks. Page 36 



De Beers chairman elect, Nicky Oppenheimer, left, speaking at a Moscow news conference next 
to Vyacheslav Shtyrov, president Almazy-Bossi-Sakha, Russia’s biggest diamond producer, after 
Russia rejoined the cartel organised by De Beers Report. Page 26; Observer. Page 15 p* ap 

Asset-backed bond for Swiss 


By WHBam Hafl in Zurich 
and Edward Luce In London 

Swiss investors were yester- 
day offered a chance to buy 
the first ever asset-backed 
bond to be listed on the Swiss 
stock exchange. 

Credit Suisse First Boston, 
the investment bank, brought 
the SFrlbn (S600m) issue to 
the market for Citibank, the 
US bank. The issue by Citi- 
bank Credit Card Master 
Trust, which is backed by 
credit card receivables and 
has a five-year maturity, is 
also one of the largest offer- 
ings of debt ever launched an 
the Swiss market 

Asset-backed securities, 
which can also be secured 
against future income streams 
such as mortgage repayments 
and consumer loans, have 


become increasingly popular 
in the US. 

The market for such securit- 
ised debt which often carries 
a higher credit rating than 
conventional bonds, is also 
growing quickly in Europe, 
where outstanding issues are 
estimated at S35bn. 

Yesterday’s issue could kick- 
start a new market in Swiss 
franc-denominated issues. 

A SFrTWm issue, launched 
by Morgan Stanley, the US 
investment bank, earlier this 
year, was listed in Luxem- 
bourg. The Swiss stock 
exchange has been keen to 
capture a share of the asset- 
back securities market which 
it believes has “major develop- 
ment potential”. 

The Swiss exchange said the 
introduction of European 
monetary union was bound to 


increase the popularity of new 
instruments sucb as asset- 
backed securities. 

The listing also comes at a 
time of rising competition 
between European exchanges 
in the run-up to the launch of 
Emu in just over a year. 

The new securities will be 
listed on the Swiss stock 
exchange from November 14. 
Peter Schmuki, a managing 
director of CSFB. said the list- 
ing would help increase the 
attractions of the issne to 
retail investors. 

The bonds carry a AAA 
credit rating and offer inves- 
tors a yield about 20 basis 
points above yields on prime 
Swiss corporate debt 

Citibank currently refin- 
ances §45bn of credit card 
receivables through the asset- 
backed securities market 


Shares in Endesa. Spain’s 
biggest electricity group, sur- 
vived an early bout of selling 
yesterday after the state 
floated another tranche of its 
stake, closing just above the 
offer price to mark a success- 
ful opening day for the coun- 
try's biggest privatisation. 

But shares in Telecom Italia, 
where another of Europe's big 
shares offerings takes place 
this week, soared almost 3 per 
cent as interest from ordinary 
domestic investors looked set 
to be the highest yet in Italy’s 
privatisation process. 

Endesa’s share price initially 
fell below the price of Pta2.685 
at which institutional inves- 
tors bought the shares in the 
secondary offering. Many 
investors appeared to be sell- 
ing out immediately. Observ- 
ers said this confirmed indica- 
tions in the past few weeks 
that fund managers had little 
enthusiasm for more stock. 

But the share price recov- 
ered to close up Pta35 on the 
day at Pta2,720. Turnover was 
43.5m shares, sharply higher 
than the average daily turn- 
over in the stock. Meanwhile 
the IBEX 35 index of leading 
Spanish stocks closed 2.6 per 
cent higher at 6,854.2. 

Officials said they were not 
disappointed, however. Rod- 
rigo Rato, economy and 
finance minis ter, commented: 
“These are things that happen 
on financial markets.” 

While the Endesa offering 
was a record for Spain, it 
raised less than the govern- 
ment had hoped. Proceeds 
were Pta670.1bn ($4.5bn>, 
almost 16 per cent less than 
the minimum expected when 
applications for shares started 
three weeks ago. 

The offering coincided with 
a general fall on the Madrid 
bourse and complications over 
Endesa’s plans in Latin Amer- 
ica. It has to renegotiate 
details of its strategic alliance 
with Chile’s Enersis group, in 
which it has spent $1.3bn on 
buying a strategic stake. 

Some observers also said too 
many shares were targeted at 
European investors. Some 
owned Endesa stock through 
earlier issues and considered 
the offering priced too high. 
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Barry Riley 

Fund managers search 
for a new theme tune 


r York and Toronto prieoe at 123ttem. 


Global equity 
managers lick- 
ing their 

wounds over 
the failure of 
their time- 

honoured value 
strategies or 
the disasters of 
their country allocation deci- 
sions are anxiously searching 
for a more reliable approach. 
The solution, according to 
some. Is “theme” investment 
Country-oriented manage- 
ment has left many global 
managers seriously under- 
weight in the US and stuck in 
the disintegrating far eastern 
mar kets. The simplest alterna- 
tive is to focus on global sec- 
tors - detailed in a report on 
European institutional invest- 
ment by Greenwich Associates 
last month. 

In Europe, a switch of 
emphasis is partly being 
drivmi by the approach of the 
single currency, which will 
remove much erf the indepen- 
dence of national markets. The 
investment banks that provide 
most of .the research also have 
their own agenda in terms of 
the huge fees obtainable from 
cross-border mergers focused 
within industrial sectors. 

in providing an investment 
framework, however, sectors 
created by (and for) statisti- 
cians have serious drawbacks, 
especially during large-scale 
restructuring. Companies do 
not always flt into sectors, 
and , when they do, their tech- 
nologies and markets may 
vary. In devising trans-sectoral 
then’l l, manag ers are attempt-, 
ing to select fundamental eco- 
nomic drivers to add value.’ 

Guy Monson has been run- 
ning the EquiSar fund of Sara- 


sin Investment Management in 
London on a themed basis for 
14 months. He has four global 
themes: multinationals selling 
to Asian consumers; the 
restructuring of industrial 
Europe; global energy demand; 
and the exploitation of tech- 
nology. These themes, he esti- 
mates, embrace 35 per cent of 
world market capitalisation. 

EquiSar has beaten the 
World Index by some 12 per- 
centage points. Energy bas 
turned out to be the best per- 
former, but the technology 


Single theming is 
hardly new and 
multi-theming 
could be seen as 
little more than a 
marketing gloss 


theme has been been held back 
by Japanese exposure. 

In the UK the LGT group is 
launching a Global Dynamic 
Theme unit trust Its chosen 
th emes are the decline of the 
welfare state; the rise of 
emerging economies; break- 
down of trade barriers; tech- 
nology (again); and global pop- 
ulation ageing. 

Brokers BZWs quant team 
has launched a theme tune, 
with a UK domestic perspec- 
tive. Brushing aside the head- 
hunters. the team has picked 
Eve key drivers: convergence 
of long bond yields: the immi- 
nent peaking of short rates; a 
UK consumer downturn in ■ 
1398; low inflation; and down- 
side risks for sterling. Mean- 


while, Morgan Stanley has 
been developing indices, such 
as a privatisation index, that 
transcend normal sectors, ft 
has launched an Emerging 
Growth Index for the US mar- 
ket, complete with options on 
the Pacific Stock Exchange. 

The 50 constituents meet 
certain criteria for growth 
rate, size and return on equity. 
But Morgan Stanley admits 
that constituent turnover is 
likely to be upwards of 20 per 
cent a year, emphasising the 
will-o’-the-wisp nature of some 
of the thanes. 

Mr Monson emphasises the 
need to develop, or even 
change, the themes over time. 
His restructuring theme, for 
instance, could soon be 
extended from Europe to 
Japan, and the emerging 
consumer theme expanded 
from Asia to include Latin 
America and Eastern Europe. 
He is also interested in the 
demographic theme selected 
by LGT. 

Single theming is hardly 
new (there are many technol- 
ogy and health funds, for 
instance) and multi-theming 
could be seen as little mare 
than a marketing gloss over- 
laying the normal stock selec- 
tion process. 

But this may be unfair if 
themes drive fund managers to 
focus on the economic forces 
operating in a global economy. 
Ihe old country-based strate- 
gies are being undermined by 
rising correlations. Themes do, 
at least, provide an escape 
route from the restrictions 
imposed by indices and risk 
controls - though doubtless 
we can expect a Morgan Stan- 
ley Global Ageing Index to be 
launched very soon. 
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Higher provisions hurt Thailand’s banks 



By Wffiiam Bames 
in Bangkok 


Bangkok Bank, Thailand’s 
strongest and biggest, saw 
earnings slide 43 per cent to 
Bt2.93bn ($77.6ra) in the 
third quarter. 

Analysts said the drop 
came after the bank had 
added some Btttra to its bad 
debt provisions.. 

They added that Thai 
banks, several of which 
revealed poor unaudited 
third-quarter earnings fig- 
ures yesterday, were build- 
ing up their provisions in 
the belief that the economic 
situation would become 


worse before It improved. 

Foreign exchange gains, 
estimated at more than 
Btlbn for some leading 
banks, helped to cushion the 
effects of Thailand's severe 
economic downturn on the 
industry's profitability, ana- 
lysts said. 

"Many made some huge 
forex gains . . . which they 
whacked Into the provisions 
which rm very happy with. 
Bat the result, barring those 
forex gains, would have been 
horrible." said Bussell Kopp, 
at Dresdner Kleinwort Ben- 
son Securities in Bangkok. 

The large rises in non- 
interest income showed most 


banks had long dollar posi- 
tions before the Thai baht 
was floated on July 2, ana- 
lysts added. 

The baht has subsequently 
lost more than 40 per cent of 
its value against the US dol- 
lar and touched a domestic 
market record low of Bt38.70 
to the dollar yestes-day. 

Thai Farmers Bank, the 
second strongest institution 
alter the Bangkok Bank, saw 
its third-quarter earnings 
decline 19 per cent to 
Bt2.sSbn. 

Siam Commercial Bank 
said its profits dropped 13 
per cent to Bt2-02bn and loan 
loss reserves had been 


increased by BtLSgbn. 

The small Laem Thong 
Bank’s earnings dropped 66 
per cent to Bt7.4Sm, while 
Krnng Thai Bank saw net 
profits drop 88 per cent horn 
Bt2iJflm to Bt3495m. . 

“The next quarter will be 
much worse." said Kenneth 
Ng, hanking analyst at ING 
Barings in Bangkok. He 
added that a speedy intro- 
duction of foreign capital 
was needed. 

Mr Ng estimated that up. 
to $3,lbn would be required 
to recapitalise the banks if 
only half the non-performing 
loans were written off. 
Money, he added, was not 


available in a dramatically 
slowed economy being 
crushed under a mountain of 
bad debt 

The government last week 
announced that foreigners 
.could own 100 per cent of 
any financial institution for 
up to 10 years and, in prac- 
tice, much longer. 

ING, of the Netherlands, 
recently acquired 10 per cent 
of Siam City Bank and for- 
eign investors now hold 40 
per cent of Laem Thong 

Rank 

Even Bangkok Bank has 
conceded that it might be 
interested in acquiring a 
strategic partner. 
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Yaohan plans staff cut 
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MERCURIO Group: 
an eight-storied 
vehicle transporter 



At the present situation of the European road 
and railway network, the car market assigns 
a strategic role to the transport of vehicles, 
both in view of an effective distribution 
and of cost-containment 
Therefore, well-located junctions and 
constant innovation of loading systems are 
of capital importance for being successful 
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■ FOODS 

Bums Philp to sell consumer unit 

Bums Philp, the troubled Australian food group, is selling 
its Australian and New Zealand consumer businesses to 
Goodman Fielder for about A$29m (US$21.2m). The sale 
follows the disposal of its US and European spices busi- 
ness for US$i7im to a US management buyout group 
after it had written down the value by A$700m. Tom Deg- 
n»n , Bums Philp manag in g director, said the group’s Pri- 
ority was to finalise its restructuring proposal which 
fpi-inHoH a two-month debt standstill from its bankers. 

Elizabeth Robinson. Sydney 
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Finance 

Providing essential information and objective analysis for the global financial industry 


How can leasing make a 
contribution to the Private 
Finance Initiative? 
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Monsanto slides to $133m loss 


By Nikki Taft in Chicago 

The. combination of higher product 
development costs and a one-off 
write-off related to its recent Hold- 
en’s Seeds acquisition pushed Mon- 
santo. the large US agriproducts, 
pharmaceuticals and. biotechnology 
company, to a $133m loss after tax in 
tin* third quarter.- 

That compared with a $170m profit 
a year ago, and. took the result for 
the first nine months of the finnnH^ 
year to. 5465m, down from $795m pre- 
viously. 

Sales in the third quarter were 
$L7bn, compared with $1.4bn a year 
earlier. 

The results were the first pub- 
lished since Monsanto spun off its 
chemicals operations last month as a 


separate quoted company, called 
Solutia. 

In the results, the St Louis-based 
group treated the chemicals inter- 
ests as discontinued businesses, tak- 
ing in their earnings fop July and 
August 

It said that the core, ongoing 
operations made a net loss of 5167m 
in the third quarter, or a deficit of 28 
cents a share, down from a profit of 
3107m for the same businesses a 
year earlier. 

The loss largely reflected a $436m 
charge to write off "acquired in-pro- 
cess research and development", 
associated with the Holden's deal. 

Robert Shapiro, Monsanto’s chair- 
man, acknowledged that costs result- 
ing from new product development 
activities were "increasingly affect- 


ing income from ongoing 
operations", but stressed that R&D 
was essential to the group's busi- 
ness. 

The Searle pharmaceutical divi- 
sion has a number of drugs in 
advanced testing, and Monsanto is 
also working aggressively on geneti- 
cally-engineered crop products. 

Last month. amid some 
nervousness on Wall Street. Mon- 
santo warned analysts that a sharp 
increase in technology spending 
would depress the third quarter 
results. 

However, it also said it expected to 
offset increased R&D outlays by 
entering partnerships and other 
arrangements In the second half of 
1937, and fourth quarter results 
should show a "substantial" 


increase. The company said yester- 
day, that total technology expendi- 
tures had been up by about 20 per 
cent in the third quarter, and by 40 
per cent in the pharmaceutical 
division. 

These figures would probably 
"continue to trend upwards" over 
the coming year, it added. 

• Cargill, the giant grain, agricul- 
tural and industrial products com- 
pany. said it saw a 48 per cent drop 
in profits during the three months to 
end-August. 

The privately-owned company, 
which is based in Minneapolis, 
blamed the downturn on "extraordi- 
narily difficult" market conditions - 
notably tight grain and oilseed 
supplies and excess capacity 
in the food processing sector. 


US banks robust in third quarter 


By John Authors 
in New York 

US banks reported sharply 
Improved third-quarter 
results yesterday, as they 
benefited from increased 
trading revenues, improved 
credit card loss rates, and 
continuing strong non-inter- 
est earnings firm activities 

SUCh as fund TnMnflgpnnjnipt 

Several banks also bene- 
fited from savings following 

mwgBi’s. 

Chase Manhattan, the 
largest US bank, led the way 
with profits rising to 
31.027bn for the quarter, up 
from 5878m last year, before 
merger-related costs were 
taken into account. Earnings 
per share stood at $226, com- 
fortably ahead of the $216 


which had been predicted by 
analysts polled by First Call, 
the Boston-based research 
organisation. 

Tom Hanley, banking ana- 
lyst at UBS Securities, 
suggested its revenue perfor- 
mance, up 24 per cent year 
on year, was the key to 
Chase's growth, and had 
been paced by trading and 
corporate finance. Chase's 
revenue from corporate 
finance rose from $234m to 
$3 08m, while net income 
from its global markets busi- 
ness was up 32 per cent, 
thanks mainly to record 
trading revenues. 

Revenue growth allowed 
Chase's efficiency ratio, 
expressing a dminis trative 
expenses as a proportion of 
revenue, to foil from 57 to 53 


per cent. Chase shares 
gained $1% to $123^ in 

mor ning trading. 

Wells Fargo, the San Fran- 
cisco-based commercial 
bank, enjoyed the strongest 
performance on the market, 
with its shares rising rose 
to $306%, or 521 per 

cent 

Its results continued to be 
dogged by its problems 
integrating Los Angeles- 
based First Interstate, which 
it bought In a $12.3bn hostile 
takeover last year. So for 
both cost savings and reve- 
nues have been below fore- 
casts. and the company's 
share price has suffered 
badly as a result, dropping 
more than 30 per cent 

The market responded pos- 
itively because it took the 


third quarter results as evi- 
dence that the integration 
problems were finally at an 
end. 

Total earnings per share, 
at S3.26, were still barely 
ahead of the $323 recorded 
for the equivalent period last 
year, but were ahead of Wall 
Street estimates. Paul 
Hazen, chairman, said both 
loans and deposits had bot- 
tomed out in August, and 
had grown in September. 

However, its shares 
showed the greatest 
improvement of any of the 
banks in morning trading, as 
investors treated the figures 
as evidence that the integra- 
tion problems bad finally 
“bottomed out”. 

Banc One, the Columbus- 
based regional bank which 


announced on Monday that 
it was buying First Com- 
merce, the largest bank in 
Louisiana, for $3bn, also 
gained on the back of earn- 
ings of 5433.ni. ahead of the 
5412.8m reported for the 
same period last year. How- 
ever, its shares gained only 
5% to 5BSU. 

Credit card results across 
the industry appeared to 
show that bad debts, largely 
caused by high rates of per- 
sonal bankruptcies, had 
peaked in the second quar- 
ter. Total write-offs of bad 
debts fell from 5.99 to 567 
per cent at Chase, from 6.13 
to 5-58 per cent at Citicorp, a 
d from 622 to 5.78 per cent at 
Banc One. Most banks had 
seen charges increase consis- 
tently since late 1994. 


Barry 

Sy Christopher Parkes 
In Los Angeles 

As Walt Disney's Michael 
Eisner can testify after his 
humbling and costly failing 
out with long-time buddy 
and short-lived group presi- 
dent Michael Ovitz, business 
and friendship do not neces- 
sarily mix well. 

Yet Edgar Bronfman Jr 
appears to have had no hesi- 
tation in passing operational 
control of the bulk of Sea- 
gram's Universal Studios 
television operations to 
Barry Differ, a friend of 

more than 20 years. 

Nor did Wall Street have 
any doubts in marking up 
both Universal and Mr Din- 
er's HSN stocks more than 
than 8 per cent after the 
$4bn link-up was announced 
on Monday. 

The marriage of Seagram’s 
corporate wealth and Mr 
Diller’s vaunted profession- 
alism was acclaimed as the 
ideal response to investors' 
concerns that Universal did 
not own enough outlets to 
extract the full benefit from 
its film and television 
programmes. 

The issue now appears to 
be closed. Universal has 
access to the 18 broadcast 
stations partly or wholly 
owned by Mr Diller's HSN 
group, soon to be renamed 
USA Networks. With a 15 
per cent HSN stake in the 
hands of Liberty Media, a 
programming business 
owned by Tele-Communica- 
tions Inc (TCT). the Seagram 
interests have an intimate 
link with the biggest US 
cable TV provider. 

Seagram will own 45 per 


Diller returns 



Comeback kid: Diller has forged influential relationships 


cent of USA and will have 
four seats on its board, while 
Mr Diller will become a 
director of Seagram. The 
agreement allows the com- 
pany to buy Mr Diller's 8 per 
cent share should he retire, 
with a conditional option on 
the Liberty stake. 

But Mr Differ, 55, is not a 
man to quit when he is 
ahead. Put in charge of the 
ABC network's primetime 

progra mmin g in his mid- 
twenties, he rose to run Par- 
amount Pictures in his early 
thirties. 

He climbed even higher in 
Hollywood's estimation dur- 
ing the 1980s when he built 
News Corporation's Fox Net- 
work into the first and only 
successful challenger to the 
dominance of the "big three" 


- ABC, NBC and CBS - in 
national broadcasting. 

On leaving News Corp, he 
swore he would only work 
for himself in the future, and 
built bis own entertainment 
group. Knocked out of the 
bidding for Paramount and 
failing in an attempt to buy 
CBS, he created a modest 
foundation on the Home 
Shopping Network and Sil- 
ver King, a 12-station broad- 
caster. Earlier this year, he 
bought control of the Ticket- 
master enter tainm ent book- 
ing business. 

in the process he has 
forged influential relation- 
ships. Paul Allen, co-founder 
of Microsoft, from whom he 
bought the Ticketmaster 
stake, owns 8 per cent of 
HSN. 


Chase in credit card deal 


Bank of New York yesterday 
announced it had sold its 
entire credit card portfolio 
to Chase Manhattan for 
about 9200m. In a deal 
reflecting the increasing 
importance banks are giving 
to economies of scale in the 
credit card business, writes 
John Authors. 

The deal adds bulk to 
Chase’s considerable credit 
card portfoliot . which ranked 
it as file fourth largest US 
credit card issuer. Xt also 
give? 'Bank of.. New York, : . 
which was advised by Gold- 


man Sachs, greater flexibil- 
ity to continue its acquisi- 
tion campaign in the securi- 
ties processing business, 
where it has made 24 acqui- 
sitions in the past four 
years. 

The transaction includes 
S42bn in receivables and 
approximately 3.7m cards, 
and will expand Chase's 
credit card business to cover 
more than 20m accounts, 
and about $30bn in receiv- 
ables. 

. . Donald "r Boudreau, of. 
Chase, said consolidation > 


allowed the hank "to take 
advantage of our existing 
scale and technology plat- 
forms". 

Several other large blocks 
of credit card business are 
also effectively for sale. 
AT&T, the telecommunica- 
tions company, announced 
on Monday that it was seek- 
ing a buyer for its credit 
card business; Advanta, a 
specialist "mono-line" credit 
card issuing bank. been 
conducting a strategic 
review, including the possi- 
bility of a sale, since March- 


Boost for 
US drugs 
groups 

Ry Tracy Conifian 
in New York 


Strong US sales helped boost 
earnings for several pharma- 
ceuticals companies which 
reported third-quarter 
results yesterday. . 

Shares in Bristol-Myers 
Squibb rallied 5% to 586% In 
early trading after it 
announced earnings per 
share of 86 cents, a cent 
above analysts' estimates. 

Analysts said that the 
company’s recent launches - 
cholesterol-lowering Pra- 
vachol, Glucophage for the 
treatment of diabetes and 
anti-retroviral agent Zerft - 
were performing strongly. 
Taxol, the company’s lead- 
ing anti-cancer agent, 
increased sales 18 per cent to 
5242m. 

Schering-Plough reported 
net income for the quarter of 
5353m, or 48 cents a share in 
line with estimates and 23 
per cent up from the previ- 
ous year. . 

Revenues climbed to 
$1.7bn from $L38bn. 

American Home Products 
repented a foil in net Income 
for the quarter after special 
charges relating to with- 
drawal of its anti-obesity 
products Redux and Pondi- 
min_ 

Net income of $435J5m, or 
67 cents a share, was down 
from 5491m. or 77 cents, for 
the same period last year. 


Refineries lift 
Texaco, Exxon 


By Christopher Parkas 
in Los Angeles 

Sharply higher profits from 
refinery products, the result 
of cheaper feedstock and 
increased volume sales, 
pushed third-quarter income 
at Texaco and Exxon well 
above analysts' forecasts. 

Texaco's earnings per 
share rose almost 14 per cent 
to 91 cents, compared with 
80 cents last year, and pre- 
dictions of 84 cents. 

Downstream earnings in 
the US. where branded 
motor fuel sales increased 6 
per cent, rose 40 per cent to 
5132m. Overseas income 
from this sector increased 
more than three-fold to 
5134m. 

This was more than 
enough to offset the impact 
of lower crude prices - down 
$127 a barrel in the US and 
an average $2.55 abroad - 
which ate into aggregate 
exploration and production 
profits of $335m, compared 
with $394m last time. 

With group net income up 
13 per cent to $490m, Peter 
Btfur, chairman, said the 
quarter’s performance dem- 
onstrated the momentum 
the company was building, 

and he highlighted a 34 P® 1, 

cent rise in spending on 
exploration and capital 
investment designed to 
maintain the trend. 

Initiatives during the 
quarter included the pur- 


chase of a 20 per cent stake 
in the Karacha ganak oil and 
gas field in Kazakhstan and 
a deal to bolster its depleting 
US reserves by buying Mon- 
terey Resources, a heavy 
crude producer in California. 

Exxon reported a similar 
pattern of revenues and prof- 
its which generated a rise of 
almost 20 per cent in earn- 
ings per share. At 74 cents, 
compared with 62 cents last 
year, this beat forecasts by 3 
cents. 

US profits from refining 
and marketing of $182m 
were almost three times 
higher than the $58m earned 
in the third quarter last 
year, while overseas income 
from these activities more 
than doubled from $168m to 
5345m. 

Worldwide refinery 
throughput rose to 4m bar- 
rels a day from 3.8m, and 
daily petroleum product 
sales increased from 5.2m 
barrels to 5.4m. 

Chemicals production and 
sales reached new records, 
Exxon noted, although 
prices and margins weak- 
ened and earnings were little 
changed at 5349m, compared 
with $34 lm last time. 

Despite disturbances in 
some Asian money markets, 
the company said it did not 
detect any impact on sales or 
earnings although the 
strength of the dollar had 
diluted realisations from 
European natural gas sales. 


Lucent beats forecasts 


By Nicholas Denton 
in San Francisco 

Lucent Technologies, the 
telecom equipment maker 
spun off from AT&T, capped 
its first full year of indepen- 
dence by announcing yester- 
day fourth quarter earnings 
substantially in excess of 
expectations. 

But one-time charges asso- 
ciated with one of the com- 
pany's recent acquisitions, 
the voice-m e ssa g ing system 
maker Octel Communica- 
tions, resulted in a 8597m 
loss for the period. 

Excluding these factors, 
however. Lucent earned 
ffiwm. or 57 cents a share, 
easily surpassing the 51 
cents average forecast by 


investment bank analysts 
polled by First Call. 

The fourth-quarter perfor- 
mance took revenues for the 
year as a whole to $26.4bn. a 
13 per cent increase on 
1935-06. Net income for the 
year excluding charges was 
$1.5bn, up 45 per cent. 

The results, which come 
ami d a quarterly reporting 
season In which all the main 
communications equipment 
companies apart from 
Ascend have performed 
strongly, lifted Lucent 
shares, which rose 1% to 87% 
in morning trading. 

Lucent's market capitalisa- 
tion. lifted by a 78 per cent 
share price increase over the 
last 12 months, now stands 
at $56bn, three quarters the 

{ 


level of its slower-growing 
former parent. 

Lucent, together with its 
foreign counterparts, is ben- 
efiting from the growth in 
wireless communications. 

Other factors supporting 
revenue growth are the 
boom in data communica- 
tions and the tendency of 
corporate customers to 
demand complete systems 
rather than specific solu- 
tions. 

Lucent, which last week 
announced the acquisition of 
Livingston Enterprises, 
plans to exploit these trends 
by making further acquisi- 
tions, primarily in data 
networking areas where 
it has historically been 
weak. 
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To help something ‘.tow, you must have 
an unJemtanJme or what it vanm to become. 


BWAY 

Corporation 

A .business built 
through shared vision 
for growth. 


ABankexslrust 
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In long-standing relationships, each partner comes ro understand the 
other's needs and goals. With this understanding, opportunities can be 
recognized and growth can occut Eight years ago, Bankers Trust 
saw an opportunity for Brockway’s management and other interested 
industry investors to purchase Brockway, a manufacturer of general line 
metal containers, from the Owens-Illinois Corporation. Beginning with 
a leveraged buyout, and continuing through several acquisitions and 


an IPO, Brockway, now known as BWAY, found in us a financial advisor committed to understanding 
their business and sharing their vision for growth. Ir was this collaboration that helped make 
BWAY the leading manufacturer of general line metal containers in North America. We welcome 
the opportunity to discuss how we can develop equally innovative solutions to your financial challenges. 


ABankersTrust 

Architects of Wue 
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Dresdner to acquire Vereinsbank unit 


By Andrew Rsher in Frankfurt 


Dresdner Bank, which has been 
shaken by management changes 
and resignations linked with tax 
allegations, yesterday announced a 
surprise agreement to buy the 
direct banking activities of Bayer- 
ische Vereinsbank. 

Dresdner's agreed purchase of 
Advance Bank, set up by Vereins- 
bank at the start of last year, is a 
result of the Bavarian bank’s 
planned merger with Bayerische 
Hypotheken- und Wechsel-Bank. 

The direct banking activities of 


the merged bank will be concern 
Hated on Dixekt Anlage Bank, 
Hypo-Bank’s discount broking unit 
The deal, near completion, marks 
a further step in the restructuring 
of the German banking scene 
Dresdner decided later than its 
rivals to set up its own direct bank, 
but its preparations have been 
dogged by technical problems and 
internal opposition, analysts said. 

With the purchase of Advance 
Bank - for an undisclosed price - 
Dresdner will immediately gain 
about 40,000 direct banking cus- 
tomers to give it a strong start in 


this field, its direct banking activi- 
ties, for which it has already allot- 
ted DM150m ($84.7tti) of capital and 
reserves, will be carried out under 
the Advance Bank na me 

As with other German direct 
banks, such as Commerzbank's 
Comdirect and Deutsche Bank’s 
Bank 24, the Vereinsbank opera- 
tion still has to reach break-even. 

The deal Is the first positive 
news for Dresdner far some weeks. 
Wolfgang RfiDer, supervisory board 
chairman, resigned last month 
over alleged tax evasion. This was 
followed by the resignation of 


Hans-G Anther Adenauer, a man- 
agement board member, over his 
personal tax affairs. 

Preceding these departures was 
the news that Jflxgen Sarrazin 
would retire as management board 
chairman next May, earlier than 
expected, to be succeeded by Ban- 
bard Walther. The move was aimed 
at giving the bank a clearer profile 
at a time at intensifying domestic 
and global competition. 

Dresdner will be displaced as 
Germany’s second biggest bank by 
the merged Bavarian bank, to be 
called Bayerisphe Hypo- und 


Vereinsbank. The two Bavarian 
banks wfll given details of their 
nine-monthly performance today, 
with analysts expecting them to 
show a marked increase. 

Dresdner said the acquisition of 
Advance Bank would complement 
its own preparations to build a 
direct bank, since both laid empha- 
sis on financial and investment 
advice far customers. 

As well as Munich, where 
Advance is based, Dresdner will 
cany out direct banking operations 
from Duisburg, the north German 
. city. 


Lukoil 

bond 

breaks 

records 


By Edward Luce 


Redemption of 
US$3 ,906, 000 10% 
Notes dne 1081798 


Notice is hereby given that D.C. 
INN CORPORATION has 
elected to redeem 52,343,600 of 
its VS. $3,906,000 10% Notes 
due October 31, 1998 (as 
amended, the “Notes"). The 
Notes will be redeemed on 
November 28, 1997 at a 

redem pt ion price of 100% of the 
principal amount thereat 
together wftfa interest accruing to 
the date of redemption, at the 
office of Chitrust (Bahamas) 
Limited, the Fiscal and Paying 
Agent, in die Citibank Building, 
Thompson Boulevard, Nassau, 
Ike Bahamas. Payment of the 
redemption price of the Notes 
wDI be made upon prese n tatio n 
and stareoder of the Notes to be 
redeemed together with all 

appurtenant cotqxns manning 
subsequent to November 28, 
1997 at the aforesaid office. 
Interest on the Notes wfll cease 
to accrue on or after November 
28. 1997. All interest accrued to 
November 28, 1997 wtlJ be paid 
at the aforesaid office on or after 
foe aforesaid date upon 


Notes. 

emTRUST (BAHAMAS) 
LIMITED oa behalf of D.C. 
INN CORPORATION 


ABB axe swings back into action 

Engineering group’s decision to cut a further 10,000 staff is a painful surprise 


A BB, the SwissnSwed- 
ish engineering 
group's, has never 
made a secret of the fact that 
its strategy of expanding 
production in emerging 
economies requires steady 
job cuts in its established 
manufacturing centres in 
Europe. 

However, yesterday’s 
announcement that 10,000 
jobs are to go in western 
Europe and North America 
came as a painful surprise to 
the workers. And the related 
charges of $850m were a 
shock to investors. 

“The timing and scale are 
a shock. It's a massive speed- 
ing-up of their strategy,” 
says Mark Davies Jones, 
analyst at Salomon Brothers, 
the US investment bank. 

ABB has moved faster 
than it had intended because 
of economic turmoil in 
south-east Asia, which 
includes some of its most 
Important markets. 

The indefinite postpone- 
ment of the $5bn Bakun 
hydroelectric project in Mal- 
aysia was a particular blow, 
for which ABB is taking a 
separate charge of $ 100 m. 

Since the early 1990s, ABB 
lias pursued expansion In 
developing countries foster 
than international rivals. 

Percy Baznevik, chief exec- 
utive until the start of this 
year when he became non- 
executive chairman, argues 
that local production in 
emerging economies brings 
ABB closer to customers and 
helps reduce costs. 

ABB cut 59,000 jobs in 
western Europe and North 
America in 189046 and cre- 
ated 56,000, mainly in east 


Lukoil, Russia’s largest oil 
company, yesterday broke 
international records by 
issuing a convertible bond 
at a 64 per cent premium to 
its present share price. 

The seven-year $36 Om 
offering, which was five 
times subscribed according 
to SBC Warburg, the lead 
manager, was seen as a 
strong statement of confi- 
dence in Lukoil's growth 
prospects. Convertible bonds 
are bonds which the Inves- 
tor can convert into shares 
at any stage during the life 
of the paper. 

“We rarely see a convert- 
ible bond with a conversion 

premium of more than 20 
per cent,” said an official at 
SBC Warburg. “Sixty-four 
per cent is unprecedented in 
the international capital 
markets." 

An official said the suc- 
cess of Lukoil's first public 
convertible bond - a $230m 
offering earlier this year - 
had encouraged the com- 
pany to return to the mar- 
kets with an aggressively- 
priced offering. Lukoil's 
first offering is trading at 
160 per cent of its Initial 
launch price. 

The 64 per cent conversion 
premium is based on the 
average share price of 
Lukoil’s ordinary shares 
over the last five days. 
Lukoil's Russian shares 
were trading at $27.35 at the 
time of yesterday’s launch, 
making - an average of $27.12 
over the five-day period. 

Investors who hold the 
bond to its maturity in 2003 
will receive 153 per cent of 
the initial bond price in 
redemption. This also repre- 
sents an unusually high pre- 
mium on a convertible bond. 

At a market capitalisation 
of $18bn, Lukoil is Russia's 
largest company, ahead of 
Gazprom, the country’s big- 
gest gas company. 

yesterday's offering repre- 
sents 1.9 per cent of Lukoil's 
market capitalisation at the 
64 per cent conversion price. 
Officials said there was 
unusually strong demand 
for the offering Grom Asia 
and Latin America inves- 
tors. "It was an unusual 
bond with an unusual order 
book," said one hanker. 
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had already built a test cable 
for its high-voltage direct 
current transmission sys- 
tem, which was to have been 
the longest in the world. 

Mr r.indahi describes the 
proposed cuts as an “an 
aggressive move which was 
ahead of the market". But 
analysts say it looks more 
like a reaction to south-east 
Asia’s problems. 





Asia and eastern Europe. 
The total payroll stayed 
roughly constant at 215,000. 

However, the reductions 
included heavy one-off cuts 
caused by the rationalisation 
of Asea and Brown Boveri, 
the two companies which 
merged in 1989 to form ABB. 

So. while it was clear some 
job cuts would continue, 
many ABB staff in western 
Europe hoped that the worst 
was over. 

The company is reckoned 
in the engineering industry 
to be comfortably ahead in 
cost cutting of rivals such as 
Germany's Siemens and 
GEC-AIsthom, the 
Anglo-French joint venture. 

But Gtiran Lindahl. Mr 
Barnevik’s successor, has 
decided that the economic 
slowdown in south-east Asia, 
compounded by the decline 
of currencies in the region, 
has made it necessary to 
accelerate east Asian expan- 
sion. He also says that cur- 
rent weakness makes south- 


east Asia a more attractive 
export base for ABB. 

The axe is to foil mainly in 
Germany, Italy, Spain. Swe- 
den. Switzerland and the US. 
The principal cuts and clo- 
sures will be concentrated in 
power generation, which 
accounts for about a quarter 
of ABB’s business. Margins 
in this sector are under par- 
ticular pressure Grom inter- 
national competition and 
ABB declined to say which 
plants might be affected. 


I ts largest European 
power generation facto- 
ries are in Switzerland. 
Germany and Sweden. 
About $600m of the charge 
covers redundancy pay- 
ments; the rest asset write- 
offs and closure costs. 

Although the action comes 
only four years after ABB 
took a $50 0m provision, 
reduced its workforce by 
about 7,000, and closed 15 
plants, Mr Lindahl says the 
provisions do not look large 


when viewed in the context 
of ABB’s first decade. 

"If you take the combined 
provisions of $l-35bn it only 
works out at $l35m a year 
over a 10 -year period - 
which is not a lot for a 
$35bn-a- year company," he 
says. He believes that the 
latest cuts will not damage 
the group's target of reach- 
ing sales of $50bn a year by 
200L 

Mr T.indahl forecast that 
south-east Asia will recover 
from its problems like 
Mexico which is now “boom- 
ing again". He remains confi- 
dent that the Bakun dam 
project, the biggest contract 
in ABB's history, will go 
ahead within the next two to 
three years. 

Nevertheless, he does not 
minimis e the fact that the 
postponement is a serious 
blow. There were 400 ABB 
staff already on site and 
another 1,000 engineers 
working on the project at 
ABB's plants. The company 


F reddie Hasslauer. of 
Sal. Oppenheim. the 
Zurich broker, says It 
highlights the fact that 
although developing country 
growth rates are higher than 
in OECD nations, so are the 
risks. 

Simon Marshall-Lockyer. 
of NatWest Markets in Zur- 
ich. says ABB has set itself 
an aggressive target of a 
two-year payback period for 
its $850m charge. However, 
based on the improvements 
in its performance after its 
1993 restructuring, when net 
Income roughly doubled to 
over $L2bn in 1996 in the 
space of three years, he is 
confident the group can 
achieve its targets. 

It will be Mr Lindahl's 
responsibility to ensure that 
ABB does not foil short of its 
goat 

Sooner than seemed possi- 
ble a few months ago, the 
new chief executive has been 
forced to prove that he is a 
worthy successor to the 
much-respected Mr Barne- 
vik. The next 12 to IS 
months could be crucial to 
Mr Lindahl's reputation. 


Stefan Wagstyl 
and William Hall 


Lower Saxony to support VW offer 


By Graham Bowtey 
in Frankfurt 


The German state of Lower 
Saxony, the biggest share- 
holder in carmaker Volkswa- 
gen, said yesterday it would 
buy shares in VWs contro- 
versial DM6bn-DM8bn 
($3.4bn-$4.5bn) capital 
increase. 

The move signals the 
state’s determination to 
retain its strong influence 
over the carmaker, which is 
the biggest employer in 
Lower Saxony. 

The statement, announced 
after a meeting of the state 


government’s cabinet ends a 
period of uncertainty over 
whether the region would 
allow its shareholding in VW 
to be diluted. 

However, the government 
gave no details yesterday of 
how much of the new share 
offering it would seek to 
buy. It remains unclear 
whether it will try to main- 
tain the 20 per cent stake it 
currently holds. 

In a statement it said it 
did not want its influence 
over the carmaker to be 
reduced, and it wanted to 
secure jobs at the VW plants 
in Lower Saxony. 


VW surprised investors 
last month when it unveiled 
plans to take advantage of 
the strong rise in its share 
price by issuing 6m new 
shares. At the time, the com- 
pany said it wanted to use 
the money raised, expected 
to be between DM6bn and 
DM8bn, to finance interna- 
tional expansion. 

However, the vague expla- 
nation given for the share 
issue angered investors and 
analysts, who had not expec- 
ted VW to make a capital 
increase this year. 

As a result. VW’s 
announcement, which coin- 


cided with a string of other 
share issues by several large 
German companies, has 
been blamed for the poor 
performance of the German 
stock market since the end 
of the summer. 

Lower Saxony’s announce- 
ment yesterday may take 
some pressure off the rest of 
the stock market. 

VW suggested last month 
that Lower Saxony would 
not participate fully in the 
share offering, since it would 
be too expensive for the 
state. However, Gerhard 
SchrOder, the powerful pre- 
mier of Lower Saxony - who 


is also a member of the VW 
supervisory board and a pos- 
sible contender against 
chancellor Helmut Kohl in 
next year's national elec- 
tions - has since indicated 
that the state's stake should 
not be diluted. 

There had been fears that 
Lower Saxony would hold 
back VW’s expansion plans 
because it did not want to 
dilute its shareholding. 

VW announced in Septem- 
ber that half the new shares 
would be issued through a 
rights issue while half would 
be sold through a placement 
with new investors. 


Redemption of 
US$1,175,000 9% 
Notes due 5/31/98 


Bosal doubles capacity in US 


Notice h hereby given that SC 
USA CORPORATION has 
elected to redean aH of to US. 
$1473,000 9% Notes due May 
32. 1998 (as amended, t be 
"Notes"). The Notes wffl be 
re de emed on November 28, 
1997 at a redemption price of 
100% of foe principal amount 
thereof; together with interest 
nwnipig to foe date of 
redemption, at the office of 
CStitmst (Bahamas) Li mited , 
foe Fiscal and Paying AgcnX, in 
foe rftftwnlr Budding, 
Thompson Boulevard, Nam, 
The Bahamas. Payment of the 
redemption price of foe Notes 
will be made upon presenta ti on 
and surrender of the Notes to 
be redeemed together wi* *n 
appurtenant coupons m aturin g 
subsequent to November 28, 
1597 m: the aforesaid office. 
Interest an the Notes will cette 
to accrue on or after November 
28, 1997. All interest accrued 
to November 28 , 1997 wffl be 
paid at the aforesaid office on 
nr nrfW foe aforesaid date upon 
presentation and surrender of 
the Nolen 


By Peter Marsh 


Bosal, one of Europe’s 
leading makers of exhaust 
systems for cars, is doubling 
its US manufacturing capac- 
ity in a move to challenge 
the dominance of the two 
main CJS producers. 

Bosal is building a new 
plant in Warren, Michigan, 
which will develop and 
produce exhausts for 
General Motors, as well as 
supply products in the large 
US “aftermarket" for 
replacement car parts. 

The privately-owned 
company, which Is based in 
Belgium, is looking to take 
market share from Arvin 
and Tenneco of the US, 
which are the biggest 


suppliers in the world’s 
$I50bn a year exhausts 
systems market 

Bosal has annual sales of 
more than DMlbn ($565m), 
70 per cent of this from 
exhausts. 

It is thought to be the 
world’s third biggest maker 
of “aftermarket" exhausts, 
behind Arvin and Tenneco. 
though it has a weaker posi- 
tion in the “original equip- 
ment" part of the industry. 

In its plans for its new $7m 
factory in Warren - which 
will add to an existing plant 
in Lavonia, Georgia - Bosal 
is hoping to build on exist- 
ing ties with GM. 

Bosal has recently signed 
a contract with GM to 
supply DM60m worth of 


exhausts a year to plants in 
Spain. Portugal and Mexico 
for the new Opel Corsa. 

The Warren plant will be 
Basal’s 33rd factory around 
the world, most of which are 
in Europe. 

It has other plants in 
Mexico, Canada and South 
Africa. 

In addition to exhausts, it 
makes towbars. roof racks 
for cars and cabs for agricul- 
tural vehicles. 

Mr Karel Bos, chairman of 
Bosal, said North America 
was a "growth opportunity” 
for the company. 

Adding sales in the US 
would help Bosal over the 
next few years to achieve a 
’'better balance" in its world- 
wide revenues, 75 per cent of 


which come from Europe. 

Mr Bos wants gradually to 
reduce this percentage, as 
the company builds up in 
other parts of the world. 

Bosal is estimated to 
account for between 5 per 
cent and 10 per cent of the 
US exhaust market, includ- 
ing new cars and the after- 
market, while Arvin and 
Tenneco between them have 
about half. 

“I don’t waste my time 
guessing numbers - there is 
a large market there and we 
are going for it." said 
Mr Bos. 69, who has been 
in charge of Bosal since 197a 

The company which was 
started by Mr Eos’s father in 
1923, is owned by family 
trusts. 
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of television operators licences. the . 

Investor wffl make a SKr437m 
nasal of its 2L5 per cent holding. Aamulehti ^ - 

SSper cent stake; MTV wifi take 5 percent T . 

Finnish companies are expected to mCTgen^year 

fbrm a new gmup called Alma ■ 


■ CENTRAL EUROPE 

Budapest SE listing for fund 


The Central European Growth Fund, managed ^yCnxiit 
Suisse Asset Management is set to become the 

eign-registered investment fhnd listed on^eBu^^t .. 

Stock Exchange. Trading in Budapest of CEGff'gltrf^ 
depository receipts - where one GDR equate l(t shares - is 
scheduled to begin next week, the fond said yesterday. 
Managers also plan to introduce the first warrants on the 
Budapest bourse, probably later in the year, once regular 

tions are in place. ' • 

The CEGF. registered in Cardiff; Wales, in 1991 has a 

net asset value of $300m. The fond targets Central and 

Eastern Europe excluding Russia, and is 84 per cart . 
invested in Poland, Hungary and the Grata .Republic. 
Managers said the listing would offer local investors a. .. 
simple way of diversifying portfolios. The fond also plans 
to list In Prague and Warsaw early next year. • 

Kester Eddy . Budapest 


POLAND 


Strong debut for PBK shares 


Shares in Poland's Powszechny Bank Kredytowy (PBK) 
rose 13 per cent on the institutional sale price on their 
first day erf trading yesterday - they reached 80.5 zlotys to 
value the country’s sixth largest bank at 1.7bn zlotys 
($500m). Trade in the shares accounted for almost 30 per 
cent of the Warsaw Stock Exchange's 197 td zlotys turn- 
over yesterday. The surge in PBK’s price gave s m all 
investors, who paid 65.5 zlotys, a 23 per cent premium. 

This latest seU-aff has put the share of the WSE’s 46-4bn 
zlotys capitalisation accounted for by banks at 35 per 
cent, reflecting a government drive to privatise the' sector. 

The start of trading set the scene for a battle for control 
of PBK, which is seen’ by Creditanstalt of Austria as a 
vehicle for its expansion into central Europe's largest 
banking market Creditanstalt paid ¥59m for a 13 per cent 
stake this month, and is expected to try to increase its 
holding. 

Meanwhile. Poland’s Kredyt Bank, which also bought 13 
per emit, has sold a 7 per cent stake to the Warta insur- 
ance company, another 13 per cent shareholder in PBK. 
Creditanstalt has the choice of negotiating with Kredyt 
Bank for more stock or making an offer to foreign institu- 
tional investors, who were soldlO.5 per cent of PBK- 

Christopher Bobinski, Warsaw 


■ ARMSTRONG WORLD INDUSTRIES 

Domco bid resurrected 


Armstrong World Industries, of the US, yesterday resur- 
rected its controversial bid to take over Domco, of Can- 
ada, in response to the creation of the world's biggest 
floorings group. 

Domco - a division of Sommer AUibert of Fiance, 
which is merging with Tarkett of Germany - had argued 
Armstrong’s proposed takeover would be ruled out on 
anti-trust grounds. 

However, Armstrong said yesterday it had received 
clearance from the US Federal Trade Commission. It also 
said it had begun legal proceedings against Sommer and 
Marc Assa, its chief executive, in a Pennsylv ania court 
The US group is seeking an injunction to step Sommer’s 
merger with Tarkett 

Sommer and Tarkett this week agreed the details of 
their merger, which will create a flooring business with 
sales of about DM2.6bn ($1.47bn) a year. However, Arm- 
strong is pressing ahead with its bid for Domco and its 
legal action in an attempt to disrupt the tie-up. 

Armstrong claims that Sommer breached a confidential- 
ity agreement made during earlier discussions between 
the two over a possible link-up. It claim* that Sommer 
used the information to structure its merger with Tarkett. 

Armstrong said yesterday the FTC had said it would not 

challenge the US group’s proposed acquisition of Domco 

or any part of it, and would dose its investigation. 

Graham Boioley, Frankfurt 


■ PHARMACEUTICALS 

Elan buys out Warner Lambert 


™ ffisn-oasea drugs company 80 n® 
rant owned by US institutions, yesterday strengthened its 

IreJand ’ b *ytog out the control- 

SKSSSEi* w ^I^rttoEi m pi ura a and 

JL 1 ?l at ?i dea t Elan ' which Inakes drug delivery 
systems to help absorntron rates and ... . 


norer to acquire Univer and 
Nrfensar, hypertension products which will add “in • 
excess of $15m in annual revenues. 

The moves come as the company announced thinWmar- 

R JhE? 1 revemies 

royalties and fees were up 15 per cent fav$a i c*. . - v 

John Murrmi'-Breurn. 1 


RUSSIA 


US facility for Alfa Bank 


kicked off the first US 

Russian borrower, 


faCUltV Which' . 

comments from l: J' 

used to support Alfa’s trade finance activities’ The farTHtxr 
™ Priced at a rt* PartjcipS^^^^. 


her this year with a $l75m 
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Merrill Lynch 

on reaching $ 1 trillion in client assets. 

And the real growth story behind it. 

The individual investors we advise around the world have 
entrusted us with assets that have grown to over $ 1 trillion. 
And while this marks a significant milestone in our industry, 
it marks growth of an even more significant kind. Because 
in addition to greater prosperity and security for the clients 
we advise, these assets represent an expanding pool of invest- 
ment capital — capital that can help fuel economic growth 
and improve peoples lives. To thank our clients and to con- 
tinue helping make the world in which we live a litde better, 
were making contributions to organisations that benefit 
families and children throughout the world. Helping 
our clients succeed helps people everywhere. 

Thar makes a difference. 

The difference is Merrill Lynch. 


McmH Lyncft A! Co. In. fcuMl .mj appwinl hr Mi mil ImJi Immuiuul. 
rttmii n nxuknol brTheSsuiitiia -ini Aalhiiniy I ioiiii’I. 



Merrill Lynch 

A tradition of trust. 



Third-quarter r esults from Philip Morris and RJR Nabisco in line w ith analys ts’ expectations^ 

Legal costs take toll on tobacco groups Microsoft, LB 

By Richard Tomkins to New York RJR Nabisco, the Second bteeest by the charees because thsv were increased IS i>er cent to S1.2bn. 11 per cent to bat K^t 


By Richard Tomkins In New York 

Philip Morris and RJR Nabisco, 
reeling from pay-oats to settle liti- 
gation against the US tobacco 
industry, yesterday reported big 
falls in net profits for the third 
quarter. 

Philip Morris, the biggest US cig- 
arette maker, suffered a 15 per cent 
fall in net earnings to $L.4bn after 
charges for the first instalments of 
an $lL3bn settlement with Florida 
and $3.6bn with Mississippi 


RJR Nabisco, the second biggest 
tobacco company, saw an even big- 
ger fall in net pr ofits , from $ZL6m 
to $lX4m, because it also saw poor 
underlying performance from its 
tobacco business. 

For Philip Morris, the results 
were the worst since the quarters 
following Marlboro Friday, the day 
in 1993 when it slashed the price of 
its premium Marlboro brand in the 
US to regain market share from 
cheaper brands. 

But Wall Street was unperturbed 


by the charges because they were 
seen as a necessary to end the 
threat of litigation by securing a 
tobacco accord in Congress. 

Philip Morris's earnings per 
share were down 13 per cent at 58 
cents a share, in line with expecta- 
tions, and RJR NaMsco's tumbled 
horn 66 cents to 34 cents, 1 cent 
below analysts’ forecasts. 

Excluding the charges, Philip 
Morris turned in a good perfor- 
mance. Operating profits from the 
domestic tobacco _ business 


increased 13 per cent to $l.2bn. 
partly because of price increases 
and partly because wholesalers 
stocked up in anticipation of fur- 
ther price rises. 

Philip Morris’s international 
tobacco business was bit by the 
dollar's strength, but still managed 
to Increase operating profits by 10 
per cent to #>n on the back of a 
7 per cent volume Increase. 

Kraft Foods North America, 
Philip Morris's domestic food busi- 
ness, increased operating profits by 


11 per cent to $687to, but Kraft 
Foods International saw an 11 per 
cent AM™ to $260m. MUler Beer 
produced a 7 per cent increase to 

$l25m. . .. 

RJR Nabisco, suffering num me 
strong dollar and weak deman d mr 
domestic brands, saw a 3 per c ent 

decline in tobacco operating profits 
to $577m. The separately-quoted 

Nabisco food business, which 
sported the previous day, did- bet- 
ter, increasing operating profits by 
an underlying 7 per cent to $30lm. 


Improved 

occupancy 

benefits 

Hilton 

By Richard Tomkins 

Hilton Hotels yesterday 
reported a jump in net prof- 
its from $54m to $84m for 
the third quarter, helped by 
a strung performance from 
the hotel tide of the busi- 
ness and last year's $Zbn all- 
stock acquisition of Bally 
Entertainment, completed in 
late December. 

Earnings per share rose 
by 29 per cent to 36 cents, in 
line with market expecta- 
tions. 

The company said it did 
not want to comment on 
Starwood Lodging’s bid for 
ITT until it had studied the 
proposal. 

Hilton has tendered $70 a 
share for ITT, and had pre- 
viously said it would not 
increas e its offer. 

Like ITT, which reported 
last week, Hfitan benefited 
from higher occupancy lev- 
els and Increases In room 
rates at its hotels. 

The overall occupancy 
level for the hotel division 
was 77.7 per cent, up from 
7&8 par cent last time, and 
the average daily rate rose 
by 7 per cent to $188.43. 
This lifted the division’s 
operating profi ts by 57 per 
cent to $113m. 

But if the Bally’s proper- 
ties had been included a 
year earlier, the gambling 
side of the business would 
have been slightly down. 
Hilton blamed an abnor- 
mally low win percentage at 
the Las Vegas Hiffam, tough 
competition on the Las 
Vegas Strip and a generally 
soft summer. 


White knight checks into Sheraton 

Starwood’s agreed bid for ITT puts it on course to be world’s biggest hotel group 

A small US company back 26 per cent of its stock 
that few people have at $70 a share. Last month, 
heard of uses its however, a Nevada court 


A small US company 
that few people have 
heard of uses its 
highly-rated paper to bid 
for a famous company sev- 
eral times its size. Sounds 
familiar? 

No, it is not WoridCom’s 
$30bn bid for MCL This 
week, it is Starwood Lodg- 
ing, the small but fast-grow- 
ing hotel company that has 
unexpectedly appeared as a 
“white knight" to rescue ITT 
from the dutches of Hilton 
Hotels. 

On Monday, Starwood 
announced an $82 a share 
agreed bid for ITT, compris- 
ing $67 in newly-issued 
Starwood shares and $15 in. 
cash. 

The offer values ITT at 
$9.8bn - much more than 
the $8J3bn offered by Hilton 
with its $70-a-share hostile 
bid. half of which is to be 
paid in cash up front and file 
other bnif in mitm stock. 

It is some measure of rTTs 
desperation to thwart Hil- 
ton’s bid that ITT. a com- 
pany with a 77-year history, 
has agreed to sacrifice itself 
to a Starwood takeove r, an d 
that Rand Axaskog, ITT’s 
65-year-old ^ainpan and 
chief executive, will give up 
both roles In the combined 
company. 

But Mr Araskog has dem- 
onstrated a deep antipathy 
towards Hilton ever sines 
Stephen Bollenbach, Hfiton’s 
high-flying chief executive, 
launched his unsolicited 
offer In January. 

He has refused all of Mr 
BoDenbacb’s requests for a 
meeting, and tried every 
means at his disposal to 
outmanoeuvre his rival. 

In July, Mr Araskog put 
forward a plan for ITT to 
split Itself Into three and buy 


back 26 per cent of its stock 
at $70 a share. T^st ro ni rtfr t 
however, a Nevada court 
ruled that ITT could not pur- 
sue the plan without share- 
holders’ agreement. 

It was not at all clear that 
shar eholders would prefer 
rrrs plan to a Hilton take- 
over so, with a p roxy fight 
looming at ITT’s annual 
meeting on November 12, 
ITT had to search for other 
options to elude Hilton's 
grasp. 

T he on e it has chosen will 
see rTTs Sheraton hotel sub- 
sidiary merged into Star- 
wood to form a chain of 650 
hotels in 70 countries operat- 
ing under the Sheraton, Wes- 
tin and Clga names, among 
others. 

St arwood will also get 
PIT’s Caesars casino chain. 
ITT Directories and ITT Edu- 
cational Services. 

Behind Starwood’s ability 
to pay a high price for ITT is 
Starwood's unusual status as 
a “paired share” investment 
trust 

Each of its shares actually 
represents a share in each of 
two companies: a real estate 
investment trust, or REIT, 
called Starwood Lodging 
Trust and an operating com- 
pany that manages property, 
called Starwood Lodging 
Corporation. 

REITs are quoted invest- 
ment pools that raise money 
for real estate ownership, 
but are not allowed to man- 
age the properties they own. 
They pay no corporate 
income tav , but instead are 
required to distribute at 
least 95 per cent of their net 
inmniB to shareholders. 

Exploiting a legal loop- 
hole, a very small number of 
REITs found a way round 
the curb on property man- 



agement by pairing them- 
selves with operating 
companies under common 
ownership. 

Under this arrangement, 
the RETT could pay its own 
operating comp an y to man- 
age the properties instead cf 
someone else, and the 
enterprise could be struc- 
tured tO TnaThntep the Value 
of the REIT’s tax-exempt 
status. 

T hat loophole- was 
closed years ago, but 
Starwood - then 
called Hotel Investors Trust 
- was one of four “paired 
share” REITb that were 
allowed to keep their status. 

Its rapid rise began when 
Barry Sternlicht, now 
phnirpiBTi and chief execu- 
tive, took It over in 1996 and 
renamed it Starwood. 

Starwood's share price has 
soared as Mr Sternlicht has 
used the company’s struc- 
ture to main* acquisitions. 

Last month it anno unced a 
deal to buy Westin Hotels & 
Resorts, an upmarket US 
hotel ftfariTi, from an invest- 
ment group for $540m in 
cash and securities as well 


CONTRACTS & TENDERS 


ANNOUNCEMENT OF AUCTION 

Russian Federal Property Fund and Federal Stock Corporation announce a specialized auction 

for the sale of shares in 
Eastern OS Company Inc. (VNK) 

Data, an the Company . . 

1 . Legal address; 634050, 24, Naberezbnaya of Ushaiki river Street, Tomsk, Russian Federation. 

2. The company was registered by decree of the head of administration of Tomsk on June 9, 1994, registration number - 5580 T 

3. Major business activity; exploration of oil, gas and other natural resources; oil production and transportation; oil and gas 
refining and processing, production of petrochemical products and chemical raw materials: explosive mining works, research 
and development etc. 

4. Principal products: gasoline, direct distillation gasoline, diesel fed, arctic diesel feel, vacuum gas oil, asphalt, low-ash black 
oil, technological feel, road asphalt bitumen, building bitumen, liquefied household gas. 

5. Charter capital: 3 008 775 thousand rabies. 

6. Share nominal value: 2 rabies. 

7. The list of joint-stock companies included in VNK Inc„ and the Company’s interest in their charter capital: 

• Tomskneft VNK (38%) 

• T omsk Petrochemical Plant (20%) 

• Achinsk Oil Refinery VNK (38%) 

• TomskneftcgBzgeologiya (38%) 

• Tom skne Reproduce VNK (38%) 

• KhakasneJteproduct VNK (38%) 

• Novosibirsknefreproduct (38%) 

■ TomskncftegcophisikaVNK (38%) 

• NPF Geofit (38%) - 

8. As of July l, 1997 the debts of Eastern Oil Company Inc. total 84 219 023 thousand rubles^ including to the 

• federal budget: 27 897 65 1 thousand rubles, 

• regional budget 4 089 842 thousand rubles, 

• local budget 3 1 39 001 thousand rubles, 

• federal road fund: 48 855 268 thousand rubles, 

• social insurance fend: 10 349.1 15 thousand rubles, 

• pension fend: 216 456.412 thousand rubles, 

• employment fend: 10 455.845 thousand rubles. 

9. Registrar: Tom-Deposit-Reserve, 636762, Tomsk region, Strezbevoi, Stroitelei Street, 32. Tel: (+7-382-59) 3-4401, 
tel/fax: (+7-382-59) 3-1074. 

10. Balanc e sheet as of July 1, 1997: 

Assets TOTAL (million rubles) 

Fixed assets 23206 

Current assets 694070 

Losses 0 

Balance li 6276 . 

Liabilities 

Capital and reserves 150920 

Long-term liabilities 752 

Short-team liabilities 564604 

Balance L 716276 

The terms of sole 

Seller of the block of shares: Russian Federal Property Fund. 

A block of 752 193 749 shares (50% of the charter capital less one share) are put up for the auction. 

Initial price for sale ofthe share: 6 000 rubles. . ^ 

The Charter does not provide for any restrictions in the purchase of shares by non-residents of Russian Federation. There are no 

reception offices from September 22 through November 6, 1997. The results ofthe auction will 

be summed up no later than December 5, 1997. . . . _ .. , , 

ForTore information on the toms of auction and company dam, please contarf theFederal Stock Corporation by phone: 
t+ 7 - 0951 132-6926, 236^453 or fax: (+7-095) 132-6970, 132-6843. ...... 

kifonn ationon fee auctions for fee sale of shares fa Tyu men Ofi Company QTNK) and Unenergo w* be pnbfobed m 
the next issues. — ■ - ' 



Early retirement: Rond Araskog’s deal with Starwood 

Lodging will net him $55m and a seat on the board w> 


as $L03bn in assumed debt. 

If Starwood’s latest deal 
wins the day, it will catapult 
Mr Sternlicht's enterprise 
from a market capitalisation 
of about $3.5bn before the 
Westin acquisition to one of 
about $20bn post-ITT, mak- 
ing it the world’s biggest 
hotel company In terms of 
market value. 

For Mr Araskog, the deal 
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SWEDBANK 

Spartxmken Soertge AB (pabl) 
US$150,000,000 
Undated Subordinated 
Floating Rate Notes 

Notice is hereby given that the 
notes atU bear Interest at 
7.66406% per annam from 
22 October 1997 to 22 Apr3 
1998. Interest payable on 22 
April 1998 win amount to 
US$387.46 per US$10,000 note. 
Agent Morgan Guaranty 
Trust Company 


will mean a retirement he 
had not sought. 

But he is getting a $55m 
pay-off as well as a seat an 
Starwood's board. 

And sitting next to Mr 
Sternlicht in an interview, 
he said: “I kind of like this 
guy. I think this Is really 
going to work.” 

Richard Tomkins 


Brazilian 
electricity 
bids beat 
forecasts 


By Jonathan Wheatley 
InSfio Paulo 

The appeal of Brazil’s 
electricity industry to for- 
eign utility groups was dem- 
onstrated again yesterday, 
when two distribution com- 
panies in the southern state 
of Rio Grande do Sul were 
sold far amounts in excess of 
their mfnrmnm prices and 
market expectations. 

AES, of the US, paid 
H$L51bn (US$L37bn) for 90.9 
per cent of Companhia 
Centro-Oeste, which serves 
the centre-west region of the 
state. The bid represents a 
premium of 93.7 per cent 
above the mlwiinnTn price 
and follows AES’s participa- 
tion in a consortium that 
last year bought control of 
Light, a Rio de Janeiro 
distributor. 

A consortium formed by 
Community Energy Alterna- 
tives, of New Jersey, with 
local groups Votor antim 
Bradesco and Camargo 
Correa, paid R$l.635bn - 82.6 
per cent more than the mini- 
mum price - for 90.8 per 
cent of Companhia Norte- 
Nordeste. which covers the 
north-east of the state. The 
two sales took place in con- 
secutive sealed-envelope 
auctions. 

This was a big surprise — 
we expected a premium for 
both companies of at most 5Q 
per cent,” said Alexandre 
Fernandes, an electricity 
industry analyst at Bozano 
Simmwpn, a Rio de Janeiro 
investment bank. 

He said the buyers may 
have been encouraged to 

Submit highPT than w jyifaj 
bids because of the possibil- 
ity of buying cheap electric- 
ity from neighbouring 
Argentina and Uruguay. 

The sales mark the start of 
a busy period for electricity 
privatisation in Brazil. The 
stat e of Sap Paulo plane to 
sell CPFL, one of its two dis- 
tributors, for a minimum of 
R$2.1bn on November 6, 
Four smaller distributors 
will follow by the year-end. 


Technology investor*!** 
beat 


'»■£“■> OTmpos * 

SBSSSBfSjk— £--* 

cents above the consensus of wall StrmeOTnBu® 
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were raj 36 per cent from $&30bn a yoai ae°* ■: t ■. 
third-quarter net 

SlAhn. or $LS8 a share, compared vrtth 
ahareJn fee same period last year. That 

eS^Tahout $1-36 a share. Revenues grew 

a modest 8 per cent to $lfl-6bn L ^ 

■ investment banking 

Salomon surges to $206m 


qgimnftn, the us-oasea mveauucm - 

acquired by Travelers Group, yesterday mamtam^ lts 
r _*L j ^aA wmr flnofwrfs’ (‘KoectahoDS to the e 


when It reported enmiuiso , ~ 

beating analysts’ estimates of $L«7. Salomon’s shares rose 

$2A to $83% in earty trading. 

Net income for the quarter of $206m from continuing 
operations was up from $140m in the same period last 
year. However, for the first nine months, net income was 
$599m, lower than net income from co ntinuing (gwrations 
of $74&n last year. Fully diluted return an equity for both 
fire quarter and the year to date was a little above 15 per 

cent. _ " 

S^npi/m will be combined with Travelers’ Smith Bar- -* 

ney to form Salomon Smith Barney Holdings. Bob Denr 

ham, Salomon’s chairman, said yesterday that he expeo- 

, a fr, mrmortinn zoith the trSUSSCtlQD tO 


be distributed to Salomon shareholders shortly. 

Mr Denham described the firm’s third quarter perfcc- 
m«mrA as “very solid". Global Investment banking rave- ; 
nues of $233m were up 25 per cent over last year’s third 
quarter, thanks to strength in Salomon’s advisory and 
debt underwriting businesses. Fixed income sales and 
trading revenues were $7Sim, compared with gsfltoi a . 

year ago. reflecting strong customer sales and strong pro- 
prietary trading results. 

Equity sales and trading revenues were $9Bm. compared 
with a loss of $26m in the same period of the previous . 
year. However, the firm made an unspecified loss on a 
risk arbitrage position in British Telecommunications and 
MCL which has been largely liquidated. The firm said it - 

also lost money on long-term pr op ri e t ar y equity strate- 
gies. Phibro, its commodity trading business, reported net 
revenues of just $16m, compared with $36m a year ago. . . 
Asset management revenues were 51 7m compared with, 
513m a year ago. Tracy Corrigan. New York 

■ AUTOMOTIVE INDUSTRY 

Goodyear and Tenneco advance 

Cost-containment coupled with increased volumes 
both in North America and overseas helped Goodyear, the 
Ohio-based tyre company, to post third quarter profits of 
$L94.1m, or $L25 a share, up by just over 14 per cent from 
last time’s $170 5m. Sales increased to $&32bn, compared 
with $357lm in the same period of 1996. 

The result brings Goodyear’s profits for the first nine 
months of the year to $556.7m, compared with $509.9m 
previously. Unit sales for the core tyre bnsiness were 7.4 
percent higher in the third quarter, with Goodyear say- 
ing that the increase was spread across both the original 
equipment and replacement markets. 

Meanwhile, Tenneco also reported strangthizd-quartsr 
results, with profits for continuing operations rising to. 

compared with $76m. This brought results for the 
first nine months to $285m, compared with $254m a year ! 
ago, although these numbers include some one-off items. 

Tenneco said that its antomotivB business posted a 
sharp 46 per cent jump in third quarter operating profits, 
at $1 . 19 m, on revenues three per cent hi g h er at $785m. On 
the p ackagin g side, the group saw operating profits rise 
by 26 per cent, to $l07m, on a 17 per cent safes g«hi_ at 
$2.045bn. 

Both companies’ results matched the average of ana- 
lysts’ forecasts, and their shares eased in early trading. •: 

Nikki Tait, Chicago 

■ RESTAURANTS 

Berkshire in Dairy Queen offer 

Berkshire Hathaway, the Omaha-based investment com- 
pany run by Warren Buffett, yesterday made a $585m 

nffpr frir TntflmoUrm*! n<.«_ n. a, ... 


iur international Dairy Queen, the Minneapol 
based group which licences and services adbSnaf 
Queen restaurants across North America and inter 
ally. The offer is being backed by the Mooty family 
ovms much of Dairy Queen’s stock and runs the bu 
John Mooty, c h a irman , said that the family would i 
its 35 per cent interest in the company in favour crf 
and would take Berkshire Hathaway shares as com 
ation. 

Jlhe terms of the offer are either $27 per Dairy Qc 

share in cash or $26 in the Berkshire Hathaway sto 
that fee family was not inteiStedh 
items of consideration: “We are not interested in tr 
^ een ,?^ res for other securities," h 

In a statement, Mr Buffett said only that Dairv O 

** I Bkr ' *£££ 

The JCnneapolis-based company licences and ser 
more than over 5,790 Dairy Queen stores In fehUSL 

ada ami overseas. In the first half of 1997 its sales', 

item, $ian. The company's shares were halted lust 
the announcement of the offer, at $25*!^ 

■ TELECOMS : r 

Northern Telecom ahead 37% 

net eartungs jumped 37 tier r 


Tte company said overall ravames increnta 

^ and ** aaee ** ft® &ar P»dud 
indude wireless networks, broadband nptWr—j 
eerier networks and enteSSSiffw 

earner aetwerira feUsnhsfcinSSr^r;^ 1 


SSSiSr- CCttnpany ’ s “^eiprise networks 
Jraased due to the disposition of 

ten 1 satoe ^be comnanv's TH-hrin^c 


'Scott Morrison; Varicouaer 
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COMPANIES AND FINANCE: UK 


Third-quartgr profits at £38 5m after sterling’s strength takes off £42m 

US sales support SmithKline 



By Daniel Green 



The strong pound took more 

a \ 

than £42m ($68m) from third- 


quarter- pre-tax profits at 


SmithKline Beechazn, and 


depressed sales to below last 

- . . -5) 

year's IeveL 


Turnover at the Anglo-US 


pharmaceuticals company 

' ^ .‘It* ^ 

fell 3 per cent from £2.98bn 


profits rose 3 per cent from 
£374m to £385m. Excluding 
exchange Tate movements, 
turnover would have risen 7 
per cent and pre-tax profits 
14 per cent 

Jan Leschly, chief execu- 
tive, said there was a 
"strong underlying perfor- 
mance**, but currency move- 
ments had reduced profits 
for the first nin»» months by 
11 per cent He said that 
since sterling began to 
strengthen in the final quar- 
ter of 1996, the effect would 
be only about 9 per cent for 
the full year. 


The shares rose 8p to 606p. 

US drug sales, up 21 per 
cent, were the factor 
behind the group's underly- 
ing growth. Drug sales over- 
all grew 16 per cent. 
back by difficulties in 
Europe, especially in France. 

Mr Leschly said US growth 
of 21 per cent was unlikely 
to he sustained, forecasting 
only that sales would grow 
at “double-digit” percentage 
rates. 

The US performance con- 
tributed to a total pharma- 
ceuticals sales rise for the 
quarter of 7 per cent to 
£l.l2bn. including the diver- 
sified division, which man- 
ages pharmacy insurance 
claims. 

The company again 
showed the strength of its 
new pharmaceutical prod- 
ucts, those launched within 
the past five years, where 
sales grew 41 per rent. These 
drugs include the anti-de- 
pressant Seroxat/Paxi), 


which Mr Leschly said had 
overtaken sales of Zoloft, 
made by US rival Pfizer, and 
was second only to Eli Lil- 
ly’s Prozac. 

Hie other main division. 
Consumer Healthcare, lifted 
sales 5 per cent to £582m, 
excluding exchange rates. 
That compared with a strong 
third quarter of 1996. when 
US wholesalers stocked up 
ahead of the launch of 
Ni coderm CQ. the stop-smok- 
ing aid. 

Of SmithK line’s smaller 
operations. Clinical Labora- 
tories, which has suffered for 
several years largely 
through competition, raised 
sales by 9 per cent to £213m. 

The trading margin was 
21.1 per cent, up 1.3 percent- 
age points on an underlying 
basis, owing to improved 
margins in Consumer 
Healthcare, Clinical Labora- 
tories and Diversified. 

SmithKline also said it 
was the subject of 60 law- 



AshtayAshwood 

Jan Leschly: is confident the US lawsuits will have "no material effect’ on finances 


suits in the US relating to 
slimming drugs following 
withdrawal from the market 
of Redux, made by American 


Home products. Mr Leschly 
said the suits would have 
“no material effect” on 
SmithKline’s finances. 


because the drug FastLn was 
chemically different from 
Redux and was labelled not 
to be used with it. 


Ticket to fly without the thrills or frills 

Charis Gresser considers the growth of a new 
breed of short-haul budget airline in Europe 


A ir travellers in 
Europe are being 
weaned from a sweet 
and sour diet of air-miles, 
special lounges, smartfish) 
uniforms and high prices. 

Nearly 10m a year are 
swallowing the no-food, no- 
frills offering of Europe’s lat- 
est breed of entrepreneurs: 
founders of low-cost airlines. 
But will the market digest 
the shares of these carriers? 

Virgin Express wQl be the 
third European low-cost air- 
line to tap the equity mar- 
kets. Details of the flotation, 
in Brussels and New York, 
wtD emerge from the filing 
of financial documents with 
the US’s Securities and 
Exchange Commission. 

Ryanair, operating out of 
Dublin, was the first to kick 
aside its chocks with a flota- 
tion in May valuing it at 
some £300m. US institutions 
scrambled for the stock, 
familiar with a concept pio- 
neered 'by homegrown air- 


lines like Texas-based 
Southwest Airlines. As a 
result the share price has 
doubled In four months. 

Debonair’s stock market 
takeoff was more low-key. 
Floated three months ago on 
Easdaq, Europe’s answer to 
the US’s Nasdaq, the shares 
have risen a more modest 17 
per cent. But then, given the 
airline was only a year old 
and boasted just seven air- 
craft, some analysts were 
surprised it made it to mar- 
ket at all. "For the first time 
in Europe, airlines are where 
venture capital meets the 
markets. This may seem 
ground-breaking in Europe, 
but it’s fairly normal in 
America,” says one. 

What is also ground-break- 
ing is that low-cost airlines 
can actually make good 
money flying short-haul 
across continental Europe. 
Ryanair made I£24.5m 
($36m), pre-tax profits in the 
year' to March -31 on turn- 


over of l£l36m. Virgin 
Express currently makes a 
small profit, having reached 
break-even last year. This is 
a for cry from Europe’s 
established carriers, beaded 
by British Airways. Luft- 
hansa, Air France and 
Iberia, which use their Euro- 
pean scheduled flights to 
feed their far more profitable 
long-haul flights. BA, for 
instance, made a paltry £6m 
on turnover of £3bn from its 
European flights. 

But how do they do it? 
And how long do the likes of 
Virgin Express, Debonair. 
Ryanair and EasyJet have 
before the leading operators 
start to fight back? 

Low-co6t air lines are, pre- 
dictably enough, all about 
squeezing costs. As Easy- 
Jet’s founder, Stelios Haji- 
Ioannou, is fond of remind- 
ing his customers: *’If you 
want to have a meal, go to a 
restaurant.” So passengers 
on his flights from the UK to 


Nice, Amsterdam and Barce- 
lona, are fed jokes instead. 

They also have to make do 
with recycled boarding 
passes; no fancy first, club or 
business classes, and they 
have to trek out to second- 
ary airports like Luton. But 
then they also fly “for the 
price of a pair of jeans”, as 
EasyJet’s relentless market- 
ing machine says. 

By flying out of secondary 
airports, the airlines also 
save significant costs from 
landing charges and obtain 
take-off and landing slots 
unavailable at more presti- 
gious airports. L andin g 
charges can account for up 
to 10 per cent of costs. 

Few numbers are publicly 
available, but Virgin esti- 
mates its overall costs are 
probably about 25 to SO per 
cent cheaper than the 
unwieldy former state-con- 
trolled carriers against 
which it competes. 

The other secret of these 
airlines' success is picking 
the right fights. Some carri- 
ers, such as Ryanair, have 
avoided direct competition 


US growth behind Wolseley rise 


By David Blackwell 

A strong performance in the 
US helped Wolseley. the 
world's largest distributor of 
heating and plumbing equip- 
ment, to lift pre-tax profits 
last year by almost 9 per 
cent 

John Young, who took 
over as chief executive just 
over a year ago, said the US 
economy had continued to 
be strong and. for the first 
time, the US had accounted 
for more than half the 
group’s profits. 


He warned that the rate of 
growth in the US might be 
difficult to sustain this year 
- “hut we still expect to see 
growth.” 

Pre-tax profits for the year 
to July 31 were at the top of 
expectations at £2 64.2m 
($428m) against £242. 9m. The 
figure was struck after 
losses of £3.4m from discon- 
tinued businesses and an 
adverse currency effect of 
£13.Im. 

Currency translation also 
knocked £233.7m from turn- 
over of £ 4 . 6 bn (£43bn). At 


constant exchange rates, the 
group is expecting another 
currency hit on profits of 
about £3m in the first half. 

’ Analysts upgraded fore- 
casts for the current year by 
£10m to £295m. The shares 
eased 20p to 515p. 

The group spent £103m on 
acquisitions during the year. 
Borrowings rose 10 per cent 
to £65.8m. leaving gearing 
unchanged at 7.8 per cent. 

Mr Young said acquisi- 
tions would continue, but 
they would have to make the 
right returns over time. The 


low level of borrowing gave 
the group “flexibility". 

All three divisions - US 
distribution, European dis- 
tribution. and manufactur- 
ing - showed growth. Out- 
side the UK, where Wolseley 
Centers reported organic 
sales growth of 7.5 per cent. 
European markets continued 
to be difficult. 

Brossette in France 
reported flat sales and prof- 
its, while the group closed 
four branches and withdrew 
from the east German mar- 
ket. 


Debut bond issue 
for Railtrack 


By Edward Luce 

Railtrack, the privatised UR 
rail company, yesterday 
made an aggressive debut in 
the international bond mar- 
kets with the first of what Is 
expected to be many offer- 
ings to help fund its £10bn 
($ 16 . 2 bn) investment pro- 
gramme. 

Ike 25 -year bond will also 
refinance a portion of its 
£2.4bn bank debt, some of 
which was left over from its 
days as part of the state- 
owned British Rail. It is 
expected to be followed up 
by annnni visits to the ster- 
ling bond market, say execu- 
tives of the company, which 
owns and operates the infra- 
structure of the railways. 

Yesterday's £300m offer- 


RESULTS 


mg was the first bond to be 
issued by a privatised por- 
tion of the former British 
RaiL Privatised UK utilities, 
including British Telecom- 
munications and companies 
in the water and electricity 
sectors, have been prolific 
borrowers at the louger-ma- 
turity end of the sterling 
bond market. 

The company, which was 
yesterday awarded a credit 
rating of AA- from Standard 
& Poor’s, the US credit rat- 
ing agency, intends to 
upgrade Britain’s rail infra- 
structure over the next 
decade. Railtrack was 
floated on the London stock 
exchange in May 1996 as 
part of the privatisation of 
British Rail. It has a £5bn 
market capitalisation. 


BT invests $20m 
in ICO Global 


By Alan Cane 

British Telecommunications 
is investing $20m to become 
the fiftieth shareholder in 
ICO Global Communications, 
one of a number of consortia 
competing to develop hand- 
held global satellite telecoms 
services. 

It is one of a number of 
new and existing Investors 
who have committed a fur- 
ther $225m to the $l.7bn the 
venture has already raised. 

rCO and its competitors 
are investing billions of dol- 
lars to place networks of sat- 
ellites in low earth orbit. 
They will be capable of 
receiving and delivering tele- 
phone from anywhere 
to handsets no larger than 
today’s mobile phones. 


ICO, a private company, 
was set up through Inmar- 
sat, the pioneer in satellite 
communication services, far 
maritime and aeronautical 
industries. 

Alfred Mockett, managing 
director, BT Global Commu- 
nications. said joining forces 
with ICO would add to BI”s 
mobile services portfolio. 
“Global personal communi- 
cations is an exciting new 
industry and BT Is keen to 
play an important role in the 
distribution of these prod- 
nets and services". 

The consortia competing 
include Iridium, led by Moto- 
rola of the US, GlobalStar 
and Odyssey. Iridium 
already has about half the 66 
satellites it will need for 
global coverage in orbit 
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with any large airlines. 
Many of its routes from Dub- 
lin to UK cities such as Glas- 
gow, Leeds. Cardiff, and 
Bournemouth were under- 
developed before Ryanair 
took them on. Morgan Stan- 
ley analyst Matthew Stainer 
says Ryanair has created 
more of a market than it has 
taken away from the tradi- 
tional airlines. 

When the low-cost airlines 
do go head-on, they go for 
the fat underbelly of 
Europe’s most unwieldy air- 
lines. In a back-handed com- 
pliment to BA, Virgin 
Express says bluntly that 
the core of its business is not 
based on a UK strategy. 

Instead, it has gone for 
Sabena, the Belgian carrier. 
Sabena responded by cuttin g 
a deal with Virgin Express 
whereby the latter flies 
Sabena customers into Lon- 
don, using Sabena’s access 
to scarce slots at Heathrow. 

“It’s competition by run- 
ning away,” said one analyst 
caustically. Other airlines, 
such as BA. have responded 
by franc hising some of their 


short-haul routes to other 
airlines. 

The problem with this 
strategy, say some analysts, 
is that they will probably 
not stay low-cost, because if 
passengers fly on a fran- 
chisee's BA flig ht they still 
expect peanuts and gin and 
tonics. 

So, for the short term at 
least, the outlook is buoyant 
European air traffic in 
August rose more than ll 
per cent on the same month 
the year before. Low-cost air- 
lines are being welcomed 
into the equity markets, 
enabling them to fund their 
expansion of routes. 

But the airline market has 
a way of springing nasty sur- 
prises. So far, the current 
European boom is a close 
replica of the US model of 
some 20 years ago. That is, 
deregulation followed by 
entrepreneurs setting up air- 
lines. If Europe continues to 
foDow the US template, how- 
ever. there will be plenty of 
bankruptcies and consolida- 
tion before the market set- 
tles down. 


LEX COMMENT 

Harrisons 


It has been a painful slog 
for investors in Harrisons 
& Crosfield, but at least 
the grub born of the old 
conglomerate moth has 
come through the pupa 
stage. Harrisons destroyed 
shar eholder value by over- 
diversifying, overpaying 
for acquisitions and over- 
distributing dividends. It 
achieved the first part of 
its rebirth a few years ago 
by selling its plantations 
and wiping out debt. But it 
has taken belated board- 
room change to produce a 
dear view of where it is 
going. 
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The group has now plumped for focus without reserva- 
tion. Three legs will become one - chemicals - and cash 
will be returned to shareholders. The company has gained 
credit for selling Harcros at 21 times last year’s, albeit 
depressed, operating profits. And returning proceeds in a 
tax -efficient way wins further points. One sensible out- 
come is likely to be a sharp dividend cut 

The chemicals business made operating profits of £56m 
last year. Taking this as a conservative level for 1998, 
applying an average chemicals sector multiple of 13 times 
and adding in the 50p distribution would justify a share 
price a little below 120 p. 

Selling the food and agribusiness could yield 30p a 
share on top. But this will take a while, which partly 
explain the discount in the l34‘/.p dosing price. The other 
reason is a residual shortage of management credibility. 
To put this right the next wave of proceeds will have to 
be spent well, or at least partly handed back to sharehold- 
ers. 


Harrisons holders 
to receive £359m 


By Andrew Taylor, 
Construction Correspondent 

Harrisons & Crosfield plans 
to return at least £359m 
($531. 6m) to shareholders 
after selling building materi- 
als and agriculture interests. 

The group, which intends 
to change its name to Ele- 
ments, will concentrate on 
its remaining speciality 
chemicals interests where it 
is a world leader. 

Bill Turcan, chief execu- 
tive, said the conglomerate 
had agreed to sell Harcros, 
its builders merchants and 
timber subsidiary, for £3 18 m 
to Meyer International. The 
deal will double Meyer's 
share of the UK builders 


merchants market to 12 per 
cent, making it the sector 
leader. To pay for the acqui- 
sition, Meyer plans to raise 
£111.7m. from a i-for-4 rights 
at 360p. The remainder will 
be financed through debt 

Harrisons plans to dis- 
pose of its food and agricul- 
ture businesses, which could 
raise a further £240m from 
net assets in the books at 
£27Dm. 

Mr Turcan said the group 
planned to return at least 
50p a share to investors fol- 
lowing the disposals. 

Last week it announced 
plans to sell its US builders’ 
merchant business to 
Moore's Lumber in the US 
far about $63m. 
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INTERNATIONAL CAPITAL MARKETS 


Railtrack’s 
first offer 
raises £300m 


By Edward Luo« 


RaHtrack, the privatised UK 
rail company, yesterday 
made an aggressive debut in 
the international bond mar- 
kets with the first of what 
is expected to be many euro- 
bond offerings to help 
fond its £lObn investment 
program m e. 

The 25-year bond win also 
refinance a portion of its 
£2. 41m bank debt, some of 
which was left over from its 
days as part of the state- 
owned British Rail. The 
issue is expected to be fol- 
lowed by annual visits to the 
sterling bond market, say 
executives of the company, 
which owns and operates 
the infrastructure of the 
railways. 

Yesterday’s £300m offering 
was the first bond to be 
issued by a privatised por- 
tion of the former British 
Raff. Privatised UK utflitte; . 
including British Telecom 
and companies in the water 
and electricity sectors, have 
been prolific borrowers at 
the longer-maturity end of 
the sterling bond market 

The company, which was 
yesterday awarded a credit 
rating of AA- from Standard 
& Poor’s, the US credit rat- 
ing agency, is Investing 
£20bn to upgrade Britain’s 
rail Infrastructure over the 
next 

Rail track was floated on 
tho London stock exchange 
in May 1396 as part of the 
privatisation of British Rail 
The company, which has a 
market capitalisation of 
£5bn, recorded income of 
£346m before tax in the year 
ending March 1997. 

"We will be issuing mare 
bonds as part of our 


long-term investment pro- 
gramme, ” said Norman 
Broadhurst, finance director. 

Railtrack said the timing 
of the issue had been encour- 
aged by the unusually low 
f unding costs in longer- 
matnrity bonds compared 
with the conventional bank 
loan market 

Borrowers tapping the lon- 
ger end of the sterling bond- 
market have seen funding 


costs drop sharply over the 
last few weeks. The yield on 
30-year UK government 
bonds has fallen to just 6.53 
per cent compared with a 
yield of 6.59 per cent on 
10-year UK gilts. 

This unusual situation, 
caused by high short-term 
interest rates leading to 
expectations of a much 
lower inflat ion rate in the 
future, is known as an inver- 
ted yield curve. In practical 
terms it gives the borrower 
access to very cheap 
long-term funding. 

“We wanted to extend the 
maturity of our debt to 
match the life of our assets,” 
said Mr Broadhurst "We 
also wanted to take advan- 
tage of the competitive rates 
cm offer at the long-end of 
the sterling b ond market” 

Officials at HSBC Markets, 
which jointly lead-managed 
yesterday’s issue with Bar- 
clays, said that the band was 
mostly bought by long-term 
UK investors such as pen- 
sion funds and insurance 


groups. 

Syndicate executives said 
that yesterday's bond, which 
was priced to yield a spread 
of 0.78 percentage points 
over equivalent UK govern- 
ment bonds, would act as 
a benchmark for future 
offerings. 


WORLD BOND PRICES 
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Prices weaken on rate rise fears 


GOVERNMENT BONDS 


By Simon Davies and 
Alexander Stevenson ‘ 
in London and John Labate 
in New York 


Both the UK and Germany 
produced surveys suggesting 
a pick-up in business confi- 
dence, sparking weaker bond 
markets yesterday in the 
face of fears over Interest 
rate increases. . 

In Germany, the release of 
M3 figures yesterday morn- 
ing was greeted positively, 
with money supply growth 
below expectations. How- 
eves:, the Ifb business survey 
showed surprisingly buoyant 
business optimism, increas- 
ing fears of another repo 
rate rise before the year-end. 

This was exacerbated by 
comments from Hans Tfet- 
meyer, Bundesbank presi- 


dent, who warned of the 
need. for higher interest 
rates in the iT^mpdiata after- 
math of Emu if there are 
political compromises on 
iftTM- membership. . 

The December GERMAN 
BUND contract fall 0.29 to 
10169 an much higher vol- 
umes, with more than 
169,000 contracts traded. 

How Roberts, chief bond 
strategist at NatWest Mar- 
kets, said: “I still think the 
repo rate will rise sooner 
rather than later. Mr Tiet- 
meyer now seems to be sing- 
ing from the same soogbodk 
as the hawks.” 

UK GILTS had a quiet day, 
after recent volatility stem- 
ming from an apparently 
more cautious government 
stance on Emu. Trading 
stayed within a narrow 
range and the December con- 
tract closed at 118&, down & 


on less than half Monday’s 
turnover. The yield spread 
against bunds nanowed by 3 
barfs points to 101 points. 

The latest CB1 surrey pro- 
vided more ammunition, for 
those who argue that UK 
interest rates have yet to 
peak. Business optimism 
tamed positive after the 
lapse in July, although 
exports remained depressed 
by the strong pound. 

ITALIAN BTPs ended 
slightly lower as the Decem- 
ber futures contract settled 
at 11L84, 0.04 down, while 
the spread over 10-year 
bunds tightened from 54 to 
51 basis points, reversing 
Monday's more. 

in the meaning prices rose 
to 112.18 following comments 
by Antonio Fazio, governor 
of the of Italy. How- 
ever Dick Woodworth, bead 
of research at Merrill Lynch, 


said Mr Fazio "appeared to 
be typically cautious and 
remained sceptical about 
inflation". 

os TREASURIES were 
little changed after the 
release of data showing a 
wider than anticipated 
monthly trade deficit 

By midday the 35-year 
Treasury was unchanged at 
994, fiMSee sm s**®*- 
Two-year notes feD & to 99g, 
yielding 5.886 per cent' srtjfle 
10-year notes rose a to ssa, 
yielding 6.132 per cent 

August’s trade deficit rose 
to $iQ.4bn. Exports were up 
0.2 per rent to $7Sba from 
July levels, while imports 
rose 0.6 per cent to 888bn. 

“Exports would have been 
stronger had we not bad a 
as per rent decline in air- 
craft exports, which was 
mainly from Boeing," said 
Joseph Liro, economist at 


CTBC Wood Gundy. 

The results led economists 
to lower their estimates of 
tbirAouarter GDP figures. 

-Exports wfil likely take 
off $iObn to $12bn from third 
quarter GDP.'’ added Mr 
Liro, who expects a still 
robust 3^ per cent growth in 
GDP for the quarter. . 

■ Morning remarks by Ahce 
HSvfin, Federal Reserve vice- 
chair, helped spread a bear- 
ish mood, as speculation 
about a possible interest rate 
rise returned on renewed 
concern about tight labour 


From today, the statistics 
on index-linked UK gilts 
published on tins page win 
show projected inflation 
rates of 3 per cent and 5 per 
cent, rather than 5 per cent 
and 10 per cent, to reflect the 
moderation of UK inflation- 
ary expectations. 


Canadian dollar 
debut by Mexico 



New international bond issues 


Bdm Bank of Japan 
Federal Farm Crarflt Qanfcfa) 
iiMntar Financed 


INTERNATIONAL BOND S 


By Samer Iskandar 
and Edward Luce 


Activity picked up in the 
primary market yesterday, 
with a wide array of issues 
in various currencies. 

Mexico announced the 
launch of its first bonds in 
Canadian dollars. The deal 
will be priced today, with a 
yield spread over Canadian 
government bonds in the 
region of 175 basis points. 

Scotia Capital Markets, 
joint lead with Merrill 
Lynch, said it was the first 
global issue in Canadian dol- 
lars by a non-Canadian bor- 
rower and would appeal to 
both retail and institutional 
investors. 

EEB - the European 
Investment Bank - launched 
the day’s largest deal. Its 


DMlbn of bonds maturing In 
April 2004 were offered to 
investors with a yield of 4 
basis points over equivalent 
German government debt 
"The pricing was spot-on,” 
said. Brian Mooyaart, direc- 
tor of Mooyaart a band pric- 
ing company which analyses 
bonds based on the pricing 
and performance of the most 
liquid benchmark ireHins 
FEDERAL FARM CREDIT 
BANK, the US agricultural 
agency, came to the euro- 
bond market for just the 
third time with a $soom 
three-year offering callable 
after one year. Morgan Stan- 
ley, joint book-runner with 
Goldman Sachs, said the call 
option enabled FFCB to offer 
a higher yield than on a 
plain vanilla bond. 

The yield was set at 37 
basis points over Treasuries, 
compared with spreads of 10 
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or 12 points on standard 
three-year paper, according 
to bond specialists. 

• EFES, Turkey’s largest 
beer producer, completed its 
debut board issue - the conn- 


try's first dollar-denomi- 
n&ted corporate bond. The 
$50m of five-year bonds were 
privately placed with US 
institutions through lead 
manager J-P. Morgan. 


EFES is part of the 
Andalou Group, one of the 
country’s largest conglomer- 
ates. It has 72 per cent of the 
Turkish beer market and is a 
Coca-Cola battler. 


Growth 

fund to 
list in 
Budapest 


By Kester Eddy in Budapest 


Credit Suisse Asset 
Management yesterday said 
its Central • European 
Growth Fund will be the 
first for^gu-registered 
investawsrtftmdtobeltebrf 
on the Budapest Stock 
Exchange- - , ■ . 

Trading to Budapest or 
CEGF global depositary 
receipts - pa?** - traced in 
Keu of underlying shares - 
is set to begin next week. 
One GDR Is equivalent to 10 
shares. 

The managers are. cur- 
rently also plan ning to 
introduce the first warrants 

on the Budapest -bo urse, 
probably later in the year, 
once regulations are folly in 
place. 

The Central European 

Growth Fond, registered ih ; 
Cardiff, Wales, in 1994, has 
share capital of S 210 m and 
currently has a net asset 
value of 9300m. . - 

The fund targets central 
and eastern Europe, exclu- 
ding Russia, and is 84 -per 
cent invested in Poland, 
Hungary and the Czech 
Republic. 

Managers said the fisting 
would. satisfy loc al dem and 
to invest »nd diversify port- 
folios in the regkm. 

The fund is concentrating 
on stocks with a strong 
record or potential ' growth 
in exports, such as Hm^ar-- 
fni) companies Gedeon Rich-, 
ter (pharmaceuticals), Bor- 
sh o dchem (chemicals) and 
MOL (off and gas). 

The fund also {dans to list 
in Prague and Warsaw early 
next year. Krisaetina KOxma, ; 
fund manager, said Buda- 
pest had been chosen as the 
first step because the mar- 
ket had the best prepared, 
regulations and infrastruc- 
ture. ’ v 
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BOND FUTURES AND OPTIONS 
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CURRENCIES AND MONEY 


Portfolio shuffles give lift to sterling 


MARKETS REPORT 


By Richard Adams and 
Wolfgang Mflnchau 

Changed expectations over 
the' ti min g of the UK’s entry 
Into a European single cur- 
, rency helped strengthen 
staling and the US dollar 
yesterday, as traders sought 
to rebalance their positions. 

The pound raced to its 
highest level against the 
D-Mark for over seven 
weeks, during trading in 
London. It closed at 
DM2.9184, a rise of three 
pfennigs from its closing 
price in London on Monday. 

The dollar and the yen 
also gained strongly in Lon- 
don against the German cur- 
rency, as fan mg money sup- 
ply figures and bearish 
comments by the Bundes- 
bank counterbalanced a 
buoyant Ifo business climate 
survey published. The dollar 
gained almost a pf enni g and 
half, to DM1.7851. 

The yen rebounded to 


Y67.4S from Y68.48 against 
the D-Mark. But in Japan, 
the widely-anticipated stimu- 
lus package produced by the 
government failed to inspire 
much confidence that 
growth and interest rates 
would soon help the yen. 

Paul Meggy esi, analyst at 
Peu ter . be Morgan Grenfell in 
London, said the pound's 
extend ed rise had probably 
overshot the currency’s 
level, and would settle ha Hr 
as institutions moved to 
cover their positions after 
the policy uncertainty of 
recent weeks. 

Part of the reason was a 
technical correction of the 
D-Mark against the dollar 
and the yen as well. “I think 
people were a little slow In 
getting on the D-Mark band- 
wagon and went a bit over 
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the top." Mr Meggyesi said. 
“What we are seeing is a 
repositioning." 

Meanwhile the Hong Kong 
authorities responded to 
heavy selling pressure on 
the Hong Kong dollar 
against its US counterpart 
by raising interest rates. 

■ The confusion about the 
UK government's policy 
towards economic and mone- 
tary union raises a number 
of questions for sterling. 
This week's market reaction, 
which saw the British cur- 
rency rise by some 7 pfen- 
nigs in two days, is unlikely 
to have been the last word. 

The government’s latest 
position appears to be that 
the UK will not join Emu 
before the next general elec- 
tion, which must be held by 
the spring of 2002. This sug- 
gests the UK may in practice 
not join before 2003. It may 
even be that the UK never 
joins. Either way. Emu par- 
ticipation should no longer 
consitute a significant factor 
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in today's sterling rate. 

Until last week, the mar- 
kets had factored In sterling 
joining Emu shortly after 
1999. possibly at a central 
parity of around DM2.60, 
plus or minus S or 10 pfen- 
nigs at most That scenario 
suggested sterling would 
glide smoothly toward entry. 

Currently, the markets fac- 
tor in a delayed membership. 
Avinash Persaud, head of 


currency research at J.P. 
Morgan, calculates an equi- 
librium exchange rate of 
DM2.96. based on current 
yield gaps and an assump- 
tion the UK joins in 2002. 
“The longer the UK stays 
away, the higher sterling 
can stay," he says. 

But what If the UK never 
joined? After all, the year 
2002 could prove awkward 
timing, because the UK and 
the Emu-zone may by th*** 1 
have reversed positions In 
the economic cycle. 

Richard Jeffrey, economist 
at Charterhouse, a London 
equities bouse, adds another 
argument- the UK economy 
may well be overheating and 
heading for a period of fall- 
ing growth and rising infla- 
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Japan (V) 120X05 -06B5 380 - 450 

Mataysla (MS) 36350 +0907 310 - 380 

NewZarimd (NZS) 16680 +09085 854 - 667 

Phrippines (Peart 342800 +029 100 - 100 


+06816 648 - 898 

7.8929 

76110 

76782 

IX 

76589 

16 

76849 

16 

806 

+06122 834 - 942 

1.4846 

1X885 

1X785 

46 

1.487B 

46 

1X223 

4.1 

1046 

+06044 348 - 351 

16394 

16307 

16326 

1.7 

16287 

16 

16132 

16 1012 

-06085 054 - 060 

1.1128 

1.1040 

1.1071 

-16 

1.1103 

-1.7 

1.1259 

-16 

" 

+06004 998 - 999 

06999 

06998 








-0.0001 907 - 993 

1.1001 

10937 

. 

- 

. 

- 

. 

. 

- 

+0604 889 - 394 

16001 

16843 

16861 

27 

16803 

25 

16590 

21 

B46 

-06035 190 - 240 

7.7240 

7.7140 

763 

-166 

8641 

-166 

86515 

-156 

- 

- 

- 

- 

• 

- 

• 

- 

- 

- 

1066 

+66073 751 - 770 

16770 

16718 

16755 

05 

16737 

07 

16653 

06 

836 

+06045 480 - 490 

7.7488 

7.7423 

7.749 

-Ol 

7,7499 

-Ol 

7.7522 

06 

- 


36.1760 386425 -46 
362% 

120200 T1969 5.1 

36300 36305 -1.6 
16590 16668 -06 


366275 -4.7 3764 


1186B 59 11469 

364% -1.8 32795 

166S2 -06 16793 


46 1279 
-16 
-06 


(SR) 

01318 

+00184 306 - 328 

6.1478 

01161 

6.1281 

07 

01197 

06 

66832 

06 

- Saudi Arataa 

(SR) 

3.7506 

+06001 505 - 506 

3.7506 

3.7505 

3.7513 

-02 

3.7523 

-02 

3.7569 

-02 

PS) 

25774 

+00238 753-794 

25868 

25504 

25728 

22 

25827 

26 

25145 

24 

Singapore 

<SS) 

15765 

+06102 755 - 775 

15780 

15670 

15748 

15 

1571 

IX 

15515 

1.8 

■ W 

76806 

+OQ278 769 - 842 

76953 

76594 

7.7413 

-85 

765B2 

-86 

02962 

-86 

South Africa 

R 

46380 

+00045 965 - 995 

4.7000 

46935 

4.7385 

-103 

4618 

-102 

5.1205 

-96 

(Wool 

151168 

+466 119 - 214 

151563 

150266 

- 

- 

- 

- 

- 

- 

- South Korea 

(Wort 

924.950 

+015 500 ■ 800 

925600 

919600 

. 

- 

. 

. 

. 

- 

cm 

500926 

+02382 449 -403 

507706 

49-7248 

50078 

04 

506362 

DX 

486385 

05 

- Taiwan 

PS) 

30.6405 

+0665 160 - 650 

31.1000 

305000 

305515 

-OX 

306605 

-03 

30.753 

-OX - 


Thailand P) 621053 +1654 321 -784 836970 62.1980 624419 -OX 839035 

t Hates to Oa 30. BkHotto *ri> n — toimd Spot trite tatra only thatafiraa Hurt ret ptora Forerariiriaa as 
are knpfiad by ixiim hi* ea t rites. BsMg indra alriawi hr ft* Bark ol B^nd. Bm *n «M - 100- 1 
Ud-aara h both As and On DDter Spat train drifted Sam TIC WMRBUTERS CL09NG SPOT RATES. Sam vat 
Tbs an Ju npe rates pifated h tt« taflb ere afro m eara ki on the torwc el bop&m * reXTxarn 


-5.1 649337 -29 
■ not dkrady anted to 9* irertst bur 
tadn rebased V2/K. 8HL Otar and 
dues ■* nxaxrid by the F.T. 


Thstand (B ft 386000 +065 000-000 386501 

t SDR raw par 8 to Oct 20. adtetto rewrite h die [MW Spot b 
quoted to tea irsrtst tan ere kuriuU by crnera In tereri mas. UK, 1 
2ft Base Migi 1990-100. 

The exchwig* raws priasd In Ma tobta m riao Mtataa on die Hn 


372300 38945 -136 30.75 -119 4098 

* rinw arty the tad three docknri pt ac s a . Forward mas are 
tend 4 ECU are mated to US tenancy. JF, Mor ga n nominal 

* at MbrtmrfTri* 


nor cBrucOy 
tadtoae Oct 


WORLD INTEREST RATES 


MONEY RATES 


tion. Foreign i n ves tors 
might take fright, adding- to 
the risks lor the exchange 
rate, which in turn conld 
reinforce inflation. 

Such economic pressures, 
reinforced by government 
indecision, suggests sterling 
could turn out to be even 
more volatile in the near 
future than it did in the near 
past. The prospect of Emu 
membership provided ster- 
ling with a reasonably stable 
exchange-rate corridor. Such 
a corridor no longer exists. 

E The Hong Kong dollar 
came under pressure yester- 
day. Steve Jennions. emerg- 
ing markets analyst at 
Credit Agricole-lndosuez. 
said one year forward rates 
shot up to HKS&05, after the 
authorities struggled to 
defend the spot rate at 
HK$7.75. “Most fund manag- 
ers are overweight in Hong 
Kong dollars, and most of 
them do not understand the 
currency risk.” Mr Jennions 
said. 
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6 
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» 
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6£ 
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Netherlands 

2* 

3ft 

3* 
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kdarbartt Ratag 

- 

5* 

5fl 

59 

6ft 

- 

- 

- 

US Dofiar CDs 

- 

5X8 

552 

561 

5.75 

- 

— 

- 

ECU Linked Ds 

- 

4» 

4£ 

4g 

4g 

- 

- 

- 

SDR Linked De 

- 
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3Q 

■m 

4ft 

- 
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S UBOfi toWtank fixing 


a* otfmd rates to SlOm quoad to toe mriltot by tow 


u d are n c* b**» « 11am each woridng day. The bank* aa Bantora Tin*. Bank of Tokyo 
ItoftOtaW . [Write" "d Noakani W i uui l naw c, 

Md am ora area* tor m aomasae Money Rms. US* Ct*. HXJ A SCR Untod Itopcafis (Dog. 

EURO CURRENCY INTEREST RATES 

Oet 21 Short 7 days On* Three Sbc One 

term notice month months months war 


Belgian Fnmc • 3}J 4 - 3{1 

Danrih Krone 3& - 3^ 3g-3i} 
German Meric 3* - 3d S> 2 - 3% 
Dutch Guktar 2>,Z - 2* 3^-3^ 
French Franc 3» - 3^ 3» - 
Ronupiem Etc. - 5& 5U - 5JJ 

Soaniah Peseta - 4}J 5*e - 5& 

Storing 7 A - 7 & 7l» - 7A, 

Swiss Franc 1% - 1% lii - 1*8 

Canarian Ocflar 3*a - 3h - &2 
US Doltar 5A - 5i* 5*g - 5^ 

tcrian Lira 6i+ • BJ3 - Bji 

Japanese Yen *2 - i3 *2 - B 

Assn $Sng 3^ - 3 1 ® 4\» - 4 

Stan tarn ratea ara ca* for the US Otto 

■ TMMK MOMTH PfBOR R/TURC 


44 -SB 
3* -3* 4A 
3B-3B 3H 
$2-3h 3tt 
3h-3S 3il 
5B-5,’. 5U 
SJfi - 5i 5 1 ! 
7A-7I* 7?, 
Ifi - IS 2i« 
3ft -SA 3ft 
5B-5U 5\ 
6^1 -6Sj 6i« 
ii-B V 
3S-3ft 4- 
m van. ethane t 
IS £MATff=)Parls kl 


-3ft 4h 
-3ft 4A 
-30 3iJ 

-3A 3^ 
-3ft 3S 

- 5ft 5A 

-a y. 

-7»* T« 

-1ft 2*8 
-3ft *U 
-5ft 5U 
-Bfi 

- ^ A 

-3% 4- 

l*o Coys' not 


-4 A 411-4/, 
•4A 4,’, - 
-3ft 4fi-4A 
-3ft( 41* -4d 
-31, 4* -41* 
-5A 54-5 i 
- 5& 5 - 

-7ft 7*1 - 7/, 
- 2 21! - 2* 
-3ft 

-SB sA-sA 
-6A 511 -5B 
-A ft-ft 
3% 4>| - 4 



Open 

Sattprice Change 

High 

Low 

EsL vol 

Open taL 

Dec 

96.14 

96.15 

+0.01 

96.16 

96.13 

12127 

40949 

Mar 

95.78 

95.76 

- 

05.78 

95.73 

10151 

52700 

Jun 

95.47 

95X9 

+062 

95.50 

95X5 

6653 

31.096 


i (UFF3* DM1 m potato of 100* 



■ THOE ■OWTH BMO SWBS HUM FVfUB (UFfE) SFrim points of 100* 



Opan 

Sattprice Change 

HlgH 

Low 

EsL voi 

Open M. 

Dec 

9765 

97.91 

-005 

9766 

9769 

5459 

82188 

Mar 

97.72 

0767 

-0.06 

97.73 

97.64 

3608 

45441 

Jun 

97.48 

97X3 

-0.07 

9760 

97X1 

3511 

27242 

Sep 

9761 

9767 

-005 

97.32 

0758 

885 

18286 


MOMTH EURCTYEN FUTURES (UFFEJ YlOOm potato of 100% 


Open Sea price Chang* h8gh Low EsL vol Open Im. 


Dec 

99X6 

-0.01 

0 

na 

Mar 

99X4 

- 

0 

na 

Jun 

9668 

-001 

0 

na 


■ THREE MONTH ECU FUTURES (UFFE) Eculm potato of 100* 


Dec 9564 B564 -0.02 9566 9563 

Mar 9521 9521 -0.02 9524 9520 

Jun 9514 9213 -092 9215 9213 

Sep 9205 8204 -003 9205 9594 

- LtfFE kfiures risa traded on APT 

■ EUHOURA OPIUMS (UFFQ LI 000m potato of 100% 


w*ta 

Low 

EsL wei 

Open InL 

9566 

9563 

676 

10840 

9564 

9960 

326 

6294 

85.15 

95.13 

148 

5864 

95.05 

9564 

139 

6314 


Strfte 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dae 

- PUTS - 
Mar 

Jtn 

9375 

017 

080 

1.13 

013 

006 

004 

9400 

006 

069 

091 

067 

0.10 

007 

9425 

O01 

040 

0.70 

0.47 

0.16 

Oil 


EsL VOL total. Crila ease Puts 2S20. Prevtaua day's open bn. Cato 231804 Pits 113287 




CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



Oet 2i 

Bfr 

DKr 

FFr 

DM 

E 

L 

R 

NKr 

Es 

Pto 

SKr 

SFr 

£ 


Boiolttat 

(BFr) 

ioo 

18X7 

1665 

4651 

1655 

4731 

5X65 

1965 

4836 

4096 

2068 

4.033 

1662 

- _• 

Denmark 

(DKi) 

54.14 

10 

8.799 

2627 

1604 

2561 

2656 

1038 

2676 

2216 

11.31 

2.183 

0600 


Franc* 

(Ffi) 

eiJ3 

1166 

10 

2.085 

1.141 

2911 

3662 

12.03 

303.6 

2516 

1265 

2.481 

1623 


Genwrry 

(DM) 

2061 

3607 

3650 

1 

0682 

9756 

1.128 

4629 

101.7 

8466 

4606 

0631 

0643 


Irateid 

m 

5361 

3.958 

8.762 

2.616 

1 

2551 

2646 

1054 

266.1 

2206 

1166 

2.174 

0696 

- 

Italy 

(U 

2114 

0390 

0344 

0103 

0039 

100 

0116 

0X13 

1043 

8.650 

0X42 

0066 

0035 

-• 

Netherlands (FT) 

1860 

3660 

2674 

0688 

0339 

6656 

1 

3677 

9061 

7469 

3623 

0738 

0304 

- 

Norway 

(NKr) 

51.16 

9X50 

6615 

2X82 

0949 

2421 

2.79B 

10 

2526 

20BX 

1069 

2663 

0651 


Portugal 

(Es) 

2066 

3.743 

3693 

0683 

0678 

958.7 

1.107 

3661 

100 

8263 

4634 

0817 

0337 


Spate 

(Pta) 

24X3 

4613 

3671 

1.185 

0X53 

1156 

1635 

4.776 

120.6 

100 

5.105 

0685 

oxoe 

" 

Sweden 

tsw 

4766 

8-841 

7.779 


0888 

2285 

2.616 

9655 

2386 

105.9 

10 

1630 

0.796 


Owtaartend 

CSFt) ■ 

24.80 

4660 

4.030 

1603 

0460 

1173 

1.356 

4647 

122X 

1016 

5.181 

1 

0X12 


UK 

(Q 

8016 

11.11 

0.777 

2618 

1.116 

2846 

3687 

11.78 

2909 

2466 

1657 

2X26 

1 


Canada 

(CS) 

26.49 

4692 

4605 

1685 

0491 

1253 

1X47 

5.177 

130.7 

106X 

5634 

1.068 

0440 


USA 

R 

36J0 

6.796 

5680 

1.785 

0683 

1741 

2611 

7.182 

1816 

1506 

7687 

1.484 

0612 


Japan 

Ecu 

Of) 

3036 

40.68 

5.645 

7615 

4.967 

6.612 

1.483 

1.974 

0567 

0755 

1446 

1025 

1670 

2623 

5673 

7652 

1506 

2006 

125.1 

1666 

A.-Wlfi 

8600 

1632 

1641 

0608 

0676 


Bnigh taw. French Franc. Honwgtan Ktw. and Sratate »w P» 1ft Bdfitai Frera. V«v Eacudo. Lfea md Prate 

■ p* too. 





TELE COM 

wmmmmfTALiASfiA. 


!{1MM) DM 122000 par DM 


I (MM) Yen 125m per Yen 100 



Open 

Latest 

Change 

Hkta 

Low 

&L vol Opan tat 


Open 

Latest 

Change 

Kgh 

Low 

Eat vol Open InL 

Dec 

06680 

06635 

-06024 

06670 

(L5B24 

19684 

68X95 

Doc 

06319 

0.8348 

+0.0032 

06383 

P690B 

14636 

65,733 

Mar 

05657 

05882 

-00025 

06662 

06656 

102 

2,558 

MV 

06480 

06468 

+06036 

06482 

06480 

47 

900 

Jtn 


06713 

- 


- 

2 

2,616 

Jun 

- 

06546 

— 

“ 

“ 

13 

173 

■ SWBCMUIC HJTURBS (MM) Sft 125600 par SFr 



■ STfStUNQ nmiRBS (MM) £62600 per E 




Dec 

06831 

06797 

-00034 

06847 

06787 

16688 

41615 

Dec 

16294 

1.8318 

+06022 

1.6366 

1.6266 

25.175 

34.971 

Mar 

06856 

06863 

-06032 

06871 

06856 

295 

1,968 

Mar 

16280 

16270 

+010030 

1.6270 

16250 

13 

260 

Jun 

06928 

06825 

-0.0033 

06830 

06825 

3 

267 

Jm 

- 

16220 

+06034 

16220 

- 

52 

27 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 21 Oven- 7 days One Three Sta On* 

night node* merth monttB months yoar 

hnrtnnk Storing ?h - 6*2 7& - 7 7A - 7 A - 7 4 7 $ ' ^ 7 J‘ " f j| 
Storing CO* - - 74 - 7ft 7/, - 7£ 7JJ - 7& 7H - 7ft 

TreaauDi BBs - - T& - Gft 7 1 * - 7 - 

Bank BBs - - 7 - 6ft 7 ^« * 

Local ailhorlty daps. 6% - Sftt 7-6^ 7,** - 7 7A - 7** 7A - 7A 7j! - 7,« 

Oacouri Mfiftas dope 7-6% 7-8% ... - 

UK ctoaring bank base taring rate 7 per cent from Aug 7. 1997 

Up to 1 16 36 fr8 9-12 

month month months months months 

Cots of T« dap. £100900) 2*2 Sh 5 6 4% 

Carte of Tar defritadarCIOtWOP - 2»apc. Dapo rita wta draten lor caahiLpe._ 

Are, tender refdriacount on Oct 17. ftOTTTpaECOP ttaad me Expe rt iHwm taa 

uo dm Sac 30. 1087. Agreed me tor parted Oct 28.1607 to War 25. 1987. Scham aM &S« pc. 
Mrimm tar period Aug 30. 1987 to Sap SO, 1897. SehamailV ft v 729«pe. Ftoanc* 
Houae Haao ftato T’joc trem Oet 1, 1007 

■ TWIBi ISOWTH STERUfiO Fim»n3 (UFPq'£SOO.OOO points of 100* 


Open Son price Change High Low EsL vol Open bn. 
Dec 9268 9264 -002 9266 9262 19041 134327 

M* 92.62 9262 -0.01 92S5 9260 21632 114497 

jun 92.65 9266 -001 9268 9262 23287 84TB7 

Sep <»«t ga.70 9274 9267 9579 83M 9 

Dec 9279 9280 -091 9263 927B 5940 62838 

Also traded an APT. Afi Open H«m figs, are tor prevtoue day. 

■ SHORT STPUIMO ORtlOWS (UFFE) £500900 potato of 100* 


EMS EUROPEAN CURRENCY UNIT RATES 

Dot 21 Ecu oen. Rate Change * +/- from K spread Ota. 

ratea agataatEcu on day cen. rasa v ww olcat M. 


Registered Office in Turin (Italy) - Corporate Headquarters in Rome (Italy) 

Capita! Stock L 7,421 ,251 .726,000 fully paid-in 
Entered under No. 286/33 in the Ordinary Section of the Company Register of Turin 
Tax l-D. No. 00471850016 

ORDINARY STOCKHOLDERS’ MEETING OF TELECOM ITALIA S.p.A. 

October 30, 1997 (first call) 

October 31, 1997 (second call) 

Appointment of the members of the Board of Directors who are to be 
elected by slate voting 

With regard to the abovementioned Meeting, please be advised that, pursuant to Article 4 of Law 
No. 474 of July 30, 1994 and Article 9 of the Bylaws of TELECOM ITALIA S.p.A, two 
slates of candidates to be appointed as Directors of the Company have been filed. 

The slates of candidates and the names of the stockholders who filed them are provided below: 


Ireland 2798798 

Hnland 565424 

Italy 1006X8 

Spain 163628 

Portugal 107698 

Denmark 764555 

Rone* 6X5863 

Betoken 39.7191 

Netherionde 216979 

Germany 162573 

Austria 136485 


0.755248 

560320 

192533 

166691 

200649 

7.51316 

6.61387 

40.6783 

2 22305 

167327 

136888 


+0.004483 

+0.01103 

+2X9 

+0.084 

+0.185 

+040535 

+000547 

+06291 

+OOQ214 

+0.00196 

+0614 


241 37 

166 -6 

161 -7 

063 -11 

0.70 -12 

062 -16 

511 -20 

0.08 -IB 

Qj08 -16 

064 -24 

060 -18 


NON ERM MEMBERS 

Qreeoe 296680 306611 +0312 4.66 -205 

UK 5793103 0677667 -0004509 -1465 19.97 

aettte reea art by Via Grevoan CcnnMkn. Cuwra ta damrinp itaaae taengfii. 
PtecaMaea changai ora tar &u a paafire ehaigs Panotea a rote amncyOMgenoa taoM Bn aee 
batman era rereads the penanea dnerence bewaan the acme mortal ata Ecu cerate nan tar a 
oarancy. and tae writer* pan*ted pacara a Be Um M l on of taecunencv'eotartn re* tamtaEai 
MM ate. 17/OTC: Stofing mpandaa bare BK Ariaatowa cataridM by M FkwncW Ttaoa 

■ PMLADEUPMA S6 VS OPTIONS 231,250 (certs par pottad) 


SLATE No. 1 

■ The Ministry of the Treasury, 
which holds 44.71% of the voting stock 

1) Prof. Aw. Guido Rossi 

2) DotL Tomaso Tommasi di Vignano 

3) Mr. R.C. Mark Baker 

4) Prof. Francesco De Leo 

5) DotL Gianfranco Gutty 

6) DotL Alessandro Profumo 

7) DotL Vittorio Serafino 

8) Mr. Paulus Smits 


CALLS - 
Dec 

Jan 

Nov 

— PUTS - 
Dec 

Jan 

263 

361 

166 

1.72 

261 

2-14 

2.10 

1.47 

260 

265 

1.70 

2 30 

264 

2.70 

362 


SLATE No. 2 

• Area S.p.A. 

• Azimut Gestione Fondi S.p.A. 

• Deutsche Bank Fondi S.p.A. 

• Finanza e Future Fondi S.p.A. 

• Gestiras S.p.A. 

• La Centrale Fondi S.p.A. 

• Mediolanum Gestione Fondi S.p.A. 

• Society Interbancaria Nazionale Gestione p.a. 

• Sogersel S.p.A. 

which together hoid over 1% of the voting stock 

1) Prof. Pier Giusto Jaeger 

2) Prof. Gustavo Visentini 

3) Mr. Jeffrey E. Livingston 


CALLS - 
Mar 

Jun 

Dec 

— PUTS - 
Mar 

Jw 

0.22 

063 

063 

0.10 

018 

069 

0.19 

0.14 

022 


063 

0.10 

068 

041 

045 

1 2615. total (toy's opm lot- Cato 202111 Pw» 2220E 


nertaia daya «oL Cato 1^« F«n 1JB2 . Plw. day's open Im. Cato ae627 Pub 2ft0G6 

■ FM6DRLRHU 88 P-4RA«K/» OPTIOIfiS DM82.500 (S par DM) 

Strike CALLS PUTS 

Price Nov Dec Jen Nov Dec Jen 

0656 a 37 1.17 1X7 067 061 0-79 

0660 058 069 1.18 0.57 060 160 

0688 0X1 066 065 068 167 166 

PreriQUB da/* rd. Crib 1677 Putal.lg. Rev. Oa/iopan Ira. Cato IIJMOPuw 33657 




■ THR 

er MOMTH hubopou.au (tMhfl Sim potato Of 100* 



Open 

Latest 

Change 

High 

Low 

EsL vol 

Open tat 

Dec 

94.10 

94.10 

+061 

94.10 

0460 

62631 

573,799 

tar 

94.01 

8461 

- 

9462 

94,00 

60301 

439,140 

Jun 

9362 

93.92 

- 

9363 

neon 

36634 

345667 


■ US TRRASURT BRA RmiMS flMM) Sim per 100* 


Dec 9566 9505 - 9566 9565 

MW 0563 0563 -061 0563 95.03 

Jun - 0468 +061 

Afi Opan tataara fig*, m tar prartau day 
■ WWAMCOtanOWSflJFFgDMIni potato of 100* 


Chemical Banking 
Corporation 

(Nora Ch*** Manhattan 
Corporation) 

LLS. $100,000,000 

Sub or di na ted Floating 
Rota Notes Due 2003 

in aocadance wWifte provision s 
of taa Notes, notice is hereby 
ghren taa! tor the interest period 
from October 22 1997 to April 22 
1998 the Notes cany an Meres* 
rata of &789062S* per 8nnun. 
The interest payable on the 
relevant interest payment ctats, 
April 22 1998 sgataBt coupon 
no. 10 be U.5. S2S267 per 
U.S. $10,000 note and U.S. 
S2928.69 per U.S- £100.000 note. 
BytltoCteNlNMtKBtak 
loadon 


A p pea r in fto» ftancM Ttaiea 
i Tuesday*. Mdeys end Satimluyp. 
For further hifon nation 
or to ndvertfee in ttito section 


Bfierion WeddeatMsn 
+44 0171 873 4874 


COMPANY NOTICES 



uiita a u to U6. fry T until n ■ Lrerafi 
OabH £ Co. VSctnr KO re Hireariir 
UdMore AO. 3 KtonaeaL pirate 



ECU 3,000,000,000 

Euro MFecfium Term Note 

and 

Euro Depo si tey Racript Piogr an mie 

of 

Lavoro Bank Overseas N.V. 

and 

Banca Nazionale del Lavoro S42A. 

Series N° 3 

Banca Nazionale del Lavwo S^lA. 

- Hong Kong Brandi - 

USS lOOJOOOJOOO Subordinated floating 
Rate Depositzuy Receipts due 1999 


In accordance with the temts of the Series N° 3 De posi ta ry 
Recaipts (the ‘Receipts"} deserted in the Pnong Suaptem e n t 
dated as of Jufy 15, 1984. notice is hereby given that for the 
Inwesr Period from Octo&W 22. 1997 » January 22. 1998 the 
Recess vwill cany an Interest Rate of 6.18350% per artnum. 
The Interest Amount payable on the relevant Interest 
Payment Date. Janiory 22. 1998 w# 
be USS R32 per Receipt of no Cehmawt 

USS 400. USS 8321 per j X ggfc, Agam 
Receipt of USS 4.000 and K mSatt aA 

USS 632.10 per Receipt m3J3 UoettAotn 
of US$40,000. * 
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Russia rejoins 


COMMODITIES AND AGRICULTURE 

De Beers’ diamond cartel 


By Kenneth Gooding, 
Mining Correspondent 


Russia yesterday rejoined the 
diam o n d cartel organised by De 
Beers, at South Africa, ending two 
years of acrimony and bitterness 
between the two biggest diamond 
producers. 

The news calmed nerves in the 
diamo nd trade — and it will also 
give a boost to Russia's mining 
industry as a group of western 
banks, led by NatWest Markets, is 
now ready to pay over the initial 
tranche of a US$500m loan to 


Almazy-Rossi-Sakba, Russia's big' 
gest diamond producer. 

De Beers ended its formal links 
with Russia at the end of last year 
and the loan facility, to refurbish 
AES’s mines, has been held up 
until a new contract was signed. 

The contract will involve De 
Beers’ London based Central Sell- 
ing Organisation selling at least 
TJS$550m of Russian diamonds a 
year, and up to (Ubn-warth. 

Russia accounts for about 25 per 
cent of world rough, or uncut, dia- 
mond production. De Beers, with 
its own output in South Africa 


and via associate companies in 
Botswana and Namibia, accounts 
for 50 per cent 

However, the new contract is of 
short duration to see if Russia can 
live up to the terms and s pirit of 
the new agreement It becomes 
effective on December 1 and 
expires at the end of 1998 when, if 
the partners agree, it can be 
extended for another two years. 

After signing the contract in 
Moscow yesterday, Nicky Oppen- 
heimer. chairman-elect of De 
Beers, said the diamond Industry 
would be “watching extremely 


carefully to see how the relation- 
ship will work from now on". 

* in London, Tim Capon, a De 
Beers director, said the deal was 
-good for industry confidence. “It 
removes an element of uncer- 
tainty about what the Russians 
would do with their diamond 
industry," he said- adding that the 
new arrangement had the full 
backing of President Yeltsin and 
Russian government 
Marcel Pruwer, an Antwerp dia- 
mond broker and consultant said 
the wholesale trade was very 
happy to see the deal signed. “If it 


works out it is an important mile- 
stone for the industry “ he said. 
“In particular, it endorses De 
Bess' single channel marketing. 

The deal had been expected, and 
De Beers' share price ended virtu- 
ally u nchang ed yesterday. “The 
problem in the diamond market at 
the moment is not supply but 
demand,” said one analyst “Sales 
in Japan and Asia are very weak 
and De Beers will do well to keep 
sales at last year’s level" 

Terms of the contract prevent 
Russia from “cherry picking” . or 
removing the best diamonds, 


because De Beers wffi take 5550m 
a year of fresh, “run of none 
output The maximum would be 
26 per cent of the CSO s sales 
which totalled last year 

Russia can export some dia- 
moods directly to checktheCSOs 
valuations, and a joint Observa- 
tion Council" is bang set up to 
study the global market As long 
as they can meet the criteria get 
by the CSO, De Beers will also 
invite some Russian processing 
fectories to its “sights" or sales. , 


Rain lifts 
Australian 
crop yield 
prospects 


See Observer 


Better production 
outlook hits cocoa 


Exploration spending to rise 


By Kenneth GootSng, 

Mining Correspondent 


WOt tUnlllC' iiHMiny 


MARKETS REPORT 


By Gary Meed 
and Kenneth Goocfing 


The main soft commodities 
exchanges caught up yester- 
day with a widening belief 
that the outlook for 1998's 
cocoa production in West 
Africa is much better than 
previously anticipated. 

More than 2 per emit was 
cut from the benchmark 
December cocoa futures con- 
tract on the London Interna- 
tional Financial Futures 
Exchange. December closed 
down £25 at £1,072 a tonne. 

New York's Coffee, Sugar 
and Cocoa E xchang e opened 
similarly depressed, with the 
December cocoa future ini- 
tially dropping $22 to $1,621 
a tonne, and sliding a fur- 
ther $5 by midday. Cocoa 
prices on the CSCE have 
fallen by more than $100 a 
tonne in the last two weeks. 

The increasingly bearish 
attitude on cocoa has been 
well flagged by a number of 
analysts, including Judy 
Ganes, soft commodity spe- 
cialist at Merrill Lynch. In 
her most recent report she 
pointed out that while global 
cocoa production normally 
falls during El Nifio years, 
this abnormal weather sys- 
tem had “never impacted all 
three geographic production 


areas [Asia, Latin America 
and West Africa] at the same 
time” in almost 50 years. 

Yesterday’s downward 
pressure was reinforced by 
reports from Abidjan that 
Ivory Coast now looks 
headed for a crop in 1997-08 
of more than Llm tonnes, 
the same as 1996-97 and only 
slightly less than the 1995-96 
record of 1.2m tonnes. 

The impact of El Nino on 
non-African producers may 
produce a shortfall in 1998 of 
as much as 200.000 tonnes; 
but with global stocks now 
of more than lm tonnes, the 
medium-term outlook is far 
plentiful supplies. 

Continued heavy invest- 
ment fond selling knocked a 
further &5 per cent off coffee 
futures on Liffe yesterday, 
with the January contract 
down $47 to $1,465 a tonne at 
$1,458. On the CSCE the 
same downward trend was 
apparent. The December 
future was 0.20 cents weaker 
by midday, at 150.50 cents a 
pound. 

Brent crude oil futures 
opened slightly stronger on 
London's International 
Petroleum Exchange, with 
the December contract gain- 
ing 12 cents to $19.89 a barrel 
by midday. 

The rally foiled to consol- 
idate, however, after a weak 
opening of the New York 


Mercantile Exchange, where 
the November crude con- 
tract had increased by just 1 
cent by midday, to $20.71 a 
barrel, as the market 
awaited the latest oil statis- 
tics from the American 
Petroleum Institute. The 
expectation was that the API 
would show crude stocks up 
by same lm barrels. Decem- 
ber Brent later back-tracked 
to $19.76 a barrel, still 3 
cents above the day's low. 

On the London Metal 
Exchange selling by invest- 
ment funds and other specu- 
lators drove down prices of 
aluminium, copper and 
nickel. Aluminium for deliv- 
ery in three months fell by 
L6 per cent to $1,596 a tonne. 

“Fund selling currently 
has the upper hand and 
trade buying is pushed to 
one side," said Martin 
Squires, analyst at Rudolf 
Wolff; a subsidiary of Nor- 
anda of Canada. “Despite the 
weakness that aluminium 
has shown over the past 
week, trade buyers seem 
keen to enter the market as 
these levels.” 

Three-month copper 
dropped by 2.4 per cent to 
$2,088 a tonne. “Further sell- 
ing pressure might be seen,” 
said Mr Squires. Three- 
month nickel slipped by $40 
a tonne, or 0.6 per cent, to 
$6,450. 


International mining 
companies will spend about 
US$5.1bn exploring for non- 
ferrous Tnetala and mlnwals 
this year - 11 per cent more 
than the $4L6bn they spent in 
1996, according to Metals 
Economics Group, the Cana- 
dian consultancy. 

T-flirp America is the top 
region for exploration, for 
the fourth successive year, 
but in 1997 spending In 
Africa is showing the biggest 
growth, with an. increase of 
54 per cent Canada is the 
only area showing a 
decrease in expenditure this 
year compared with 1996. 

Nearly all of the explora- 
tion budgets were put in 
place before the Bre-X scan- 
dal which rocked the mining 
Industry in April 

The small Canadian com- 
pany ffiflimaH that it had dis- 
covered the world's biggest 
gold deposit - at the Busang 
site on the island of Borneo 
in Indonesia. 

However, the mine turned 
out to be a fraud. Gold had 
been added to the ore sam- 
ples - a process known as 
“salting”. 

Dominique di Gesu, man- 
aging editor of MEG's strate- 
gic reports, said any impact 
from BreX would be felt in 
the 1998 figures. 

“We have a feeling, and 
that’s all it is. that explora- 
tion expenditure has 
peaked,” abn added. 


by private companies timt do 
not publish their statistics 
and exploration by small 
companies that are each 
spending less than $3m 
on their exploration 
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Latin America 


MEG has studied the 
exploration plans of 279 com- 
panies representing $4.03bn 
in corporate exploration 
expenditure or about 79 per 
cent of the global total. This 


is up from $&52bn for 223 
rnmpanips in 1996. 

The global total of $5.1bn 
includes MEG's estimates for 
budgets it was not able to 
obtain, exploration spending 


programmes. 

The surveyed companies 
have budgeted to spend 
$L.l7bn. or 29 per cent of the 
total, in Latin America. This 
compares with $963-2m in 
1996; when Latin America’s 
share of the total was 27.3 
percent. 

Budget allocations for 
Africa jumped from 11.9 per 
cent of the total in 1996 to 
16.5 per cent, rising from 
S41&3TD to $662.6m. 

MEG points out that 
“increases in expenditure in 
other regions are quite mod- 
est this year" 

Budget allocations for the 
Pacifl cj south-east Asia 
region are up by 6-2 per cent 
from $414.6m to $440.4m. 
MEG’s “rest of the world” 
category shows a 9 per cent 
rise, from $258.5m to 
yaw om , while exploration in 
the US is increasing by 6-3 
per cent, from $342. 8m to 
$364 6m 

Allocations for Australia 
are up by only 1.1 per cent, 
from $6 65.9m to $673.4m 
while in Canada spending is 
scheduled to foil by 5.4 per 
cent, from $460.8m to 
$433£m. - 

Corporate Exploration 
Strategies: a Worldwide 
Analysis. MEG, PO Box 2206, 
Halifax, Nova Scotia, B3J 
3C4, Canada. US$9,000. 


By EBzabeth Robinson, 
to Sydney . 

Recent rainfall 
crop-growing rogions of 
Australia has improved the 
prospects of winter crop 
yields, according to the 
Australian Bureau of 
Agriculture and Resource 

Economics, - 

However, total production 
is still forecast to be about 
23 per cent lower than last 
vearis 3fim tonnes. 

Below-average rainfoUm 
South Australia and Victo- 
ria is likely to cut wheat 
production in those regions 
by about one-third, leaving 
the total harvest for the 
country at about 17-6“ 
tonnes, compared - . with 
23.7m tonnes last year- . 

The fall has been limited 
by well-timed rain in parts 
of Queensland and Western 

Australia- . 

“Seasonal conditions have 
been especially good in 
Western Australia, where 
near record production is 
expected.” said Stephen 
Beare, Abare's acting execu- 
tive director. 

Abare has lifted its esti- 
mate for coarse grain yield 
by 18 per cent to 7.1m 
tnrmes. which is stfll 23 P» . 
cent lower than last year's 
production. 

The forecast for barley 
production in particular was. 
raised to 5.5m tonnes from 
4.1m tonnes, because of sub- 
stantial rain in Western 
Australia. 

wain in the next few 
weeks could lift the quality 
and yield of coarse grains 
further. 

The canola harvest is 
likely to rise 30 per cent to 
832,000 tonnes after the area 
of planting was increased 50 
per cent 

The prospects for summer 
crops have also improved. 
Mr Beare said that good; 
rains Is Queensland and in 
some areas of New South 
Wales had improved condi- 
tions for summer plantings. 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices tain Amalgamated Metal Tracing} 

■ ALUMINIUM, 99.7 PURITY (S per tanne} 


Precious Metals continued 

■ OOU) COMEX (100 Troy am Sftoy at) 


Close 
Previous 
FHgh/law 
AM Official 
Kerb dose 
Open bit 
Tafttf da«y turnover 


Cash 3 mttw 

1576-77 1604-05 

15S2.5-9&5 16183-19-5 
162471594 

1582-82-5 1610-11 

1586-96 

238310 

137.110 


Sett I tefs 
price rings ffigk toe Vri tot 

Oct 3223 -0.7 323-8 3225 6 129 

am 3226 -08 - - 303 1 

Dae 3238 -09 3258 3238 71 .461 80.374 

M 3259 -0.7 3279 3259 3^35 27,256 

Mr 3273 -06 328.1 3268 40 6915 

JUB 3204 -04 3303 3285 IS 9.782 

TOW 25,1181739*7 

■ PLATINUM NYMEX (50 Troy eg; S/tay atj 
Oct 4235 +4J 4275 4275 6 150 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; E per tonne) 

Sett Day* open 


SOFTS 

■ COCOA LIFFE (10 tonnes; E/toma) 


■ ALUWWUM ALLOY (S par tome) 


Sett Days Open 

plica rinse Wgb Low Vri U ■ 

Mm 83.66 -1-45 8480 8385 184 1.250 

Jan 8586 -IAS 8680 8685 2S6 3 .281 

Mr 87.80 -150 8880 87.75 165 2,905 

Hey 8060 -150 90.80 8980 247 2936 

Jri 9180 -150 9355 9390 10 198 

Total 894 9886 

■ WHEAT C8T (5900bu rata; oanlaffiOtti bushel) 
Dee 376.00 +5.50 37790 38950 149G5 59,162 


Sett Dai's ' Open 

price rings Up Lm N 'M 

Dec 1076 -21 1103 1072 3861 46.743 

■v 1102 -IB 1126 1098 3949 52824 

He; 1120 -18 1142 1120 933 23577 

Jri 1138 -18 1155 1138 713 8911 

$*> 1156 -18 1173 1155 BOB 18960 

Dm 1187 -19 1188 1164 1,582 19958 

TOW TVZ11H.7M 


MEAT AND LIVESTOCK 

■ LIVE CATTlf CME jjQjDOOMto canta/tos) 

Srit Dari - ■■ ®P«» 

Prica tinge Bgft low Vri W 

Oct 69850 41.125 69550 68800 985 2820 


COCOA CSCE (10 tonnes: S/tortnas) 


Close 1430-S5 

Previous 144548 

HfcMaw 

AM Official 1438-43 

Kerb dose 

Open tat 5,120 

Total dafly Turnover 1.827 

■ LEAD (S per tonne) 

Close 588-9 

Previous 800-1 

Hlghflow 

AM Official 598-0 

Kerb dose 

Open int 29,873 

ToW daBy turnover 6977 

■ MCKH. ($ per tonne) 


14 55-80 
1470-73 
1475/1480 
1465-67 
1455-60 


Oct 4235 +45 4Z75 4275 8 150 

Jm 4255 +45 4279 421.5 2908 13.152 

Apr 4219 *43 4199 4199 - 942 

Jri 4175 +45 - - 1 21 

Total 2J9I4 nan 

■ PALLADIUM NYMEX <100 Troy OZ-I SAroy CC-) 


Dae 206.70 -385 20890 204.00 337 3.779 

■ar 20350 -3-45 20250 20200 24 646 

JOB 199.70 -345 - - 4 111 

Sap 19350 -345 2 

Trial 382 4545 

■ StLVBt COMEX (5900 Troy tx; CanB/lrey ol) 
Oct 494.7 +49 - - 100 101 


Mar 

38600 

+5.75 38650 38250 

3303 27.154 

Db 

1599 

-44 

1634 

1566 2576 39597 

DB 

M*r 

39525 

+590 38550 38650 

639 6348 

■w 

1637 

-41 

1668 

1632 

732 28,111 

Fib 

Jri 

39500 

+550 39800 38850 

530 13955 

■tor 

1850 

-38 

1B87 

1655 

241 12744 

Apr 

Sap 

39650 

+550 39600 38600 

11 88 

Jri 

1679 

-38 

1708 

167B 

57 3535 

Jan 

DB 

40600 

+<00 409.00 40600 

100 2930 

S«P 

1699 

-36 

1705 

1700 

11 4,771 

Jri 

ToW 



16437 187773 

Doc 

1718 

-34 

1746 

1718 

71 9,100 

Aag 

■ MAIZE CUT (59G0bu rain; csntri56bbuahaQ 

Total 





3583106864 

Trial 


•• Srit Dari ’ -• °P«* 

Prica tinge ffigb Urn Vri Int 

Oct 69850+1.125 69550 68800 985 2920 

Dee 66850+0800 87500 66800 6989 43253 
Mi 68750+0425 69.325 86550 2588 21980 
Apr 72.425+0550 72825 72550 930 13^8 
Jm 76100+0575 70500 76025 1936 9579 

tag 76000+0550 70425 69950 210 2963 

TeW 119*7 93836 

■ LEAN HOPS CME (4090fflbs; carts/bs} 

Dae 60.175 +0.100 66800 66125 3982 20598 
Fib 61975 +6375 61.475 86900 1972 8868 

Apr 56525-0975 56150 56500 739 3971 

Jen 65800+0575 65575 66550 385 1761 

Jri 64.150+0925 64800 64.250 15 950 

tag 86300+6150 82800 86900 28 228 

Total 6988 36,180 

■ PORK BELLIES CME |40.000lbe; certsriba) 


Close 6380-70 

Previous 8420-30 

HlgtVfow 

AM Official 6380-65 

Kerb dose 

Qpoi ta. 54983 

Total Paly timer 18967 
to 7W (S par tonne) 

Ctose 5385-75 

Previous 5440-50 


6450-55 

6505-15 

55105457 

6475-80 

8450-55 


Dri 494.7 +42 - - 100 101 

Rev 496.0 *49 - - - I 

Dae 407.8 +49 4960 4929 11937 66905 

Jm 499.1 +49 5 20 

Har 503.7 +49 5059 5009 1.199 19907 

■ay 5064 +40 50*5 5049 1,723 2.685 

Trial 13977 99932 


ENERGY 

■ CRUDE OIL NYMEX (1900 bards. S/bamrt) 


UK 28790 +450 28890 28290 43904210925 

Mu 29790 +4.75 297.75 29195 10,057 94987 

Map 302.75 +4.75 303.75 297.75 3934 28977 

Jri 30675 +4.75 307.75 30190 +977 36774 

Sip 295.75 +390 29675 29390 888 3,107 

Dec 29490 +4.50 29550 29090 3956 21967 

Trial 85971 396405 

■ BARLEY UFF6 (100 tomes; £ par tonne} 

ten 7690 +0.15 77.00 76$5 317 848 

Jm 7690 +605 80 00 79.75 275 1983 

Mu 82.40 -610 8250 82.46 25 378 

May 8495 23 

Sip 83.00 B 

Tetri 817 2438 

■ SOYABEANS CST (5900ba mb; crilMOM borid) 


■ COCOA (5CCOJ (SDR’s/tcnnej 


Oct 20 Mee Pitt, day 

Ody 1274.16 1Z77.4G 

■ COBS LIFFE (S toonm; SAonoffi 

lot 1445 -47 1508 1435 2.750 11925 

Jaa 1458 -47 1522 1451 0950 18,112 

Mu 1470 -48 1530 14® 2900 6962 

Mq 147B -48 1538 1479 160 1900 

Jri 1488 -48 1505 1505 75 507 

Sap 1408 -48 1590 1590 20 22S 

Trial 16522 38,151 

■ COFFEE 'C* CSCE (37.500lbs; cants/toa) 


82600 +2500 62500 56825 1523 

6,752 

62500+2750 62500 581700 

83 

825 . 

82700 +2150 62950 66750 

33 

211 

83.700+1.750 63.175 61500 

15 

132 , 

60.675 - - 60575 

1 

13 



LONDON TRADED OPTIONS 

Strike price S tonne — Cato — - — Put* — 


CROSSWORD 

No.9,512 Set by HIGHLANDER 


CtoM 5365-75 5410-15 

Previous 5440-50 547M0 

HKA*>w 549075405 

AM Official 6395-405 544W0 

Koto dose 5450-55 

Open bit. 15.848 

ToW daly turnover 6,462 
■ ZNC, special high grade (S per tonne} 

ClOM 1250-51 1270-71 

ftwfaue 7260-61 127W0 

Mg Mow 128671260 

AM Official 1263-64 1280-805 

Katti ctose 1270-77 


Latest Day 1 * Opse 

price chee p s High Low Vri M 

2687 -603 2677 2095 31,113 33968 
20.00 -601 21.04 2080 48989 life 
20.94 -691 2193 2088 15985 51942 
2098 +610 2688 2684 3976 29935 

2688 +097 2090 2678 6244 18,498 
2090 +098 2682 2097 3.101 13.447 

116904179(6 


694.75 +175 £8600 88790 48.156 74902 
70025 +525 70490 69190 16948 44.743 
70890 +5.75 71190 68990 8957 19982 

713.75 +625 71890 70590 2926 14984 

72675 +725 72450 711 00 2,825 13903 
71690 +590 717.00 70600 18 477 

77,828 173906 


15620 -650 15290 14990 3,962 11915 
14650 +600 14150 18990 1.610 7943 
13790 +025 13600 13650 534 2928 
13490 +675 13525 13390 374 2939 
12675 +1.00 130.00 129.50 122 739 

125.75 +1.00 12600 125.50 90 628 

45M 26004 


■ ALUMINUM 
(99-7%) LME 
1575 


■ CORFBE (ICO) (US cents/pounti) 


to COPPER 
(Grade A) LME 

2000 _ 

2100 


■ SOYABEAN OIL COT (90.000 ft*: eents/tbj 


oetai 

Caap-dtilf 

15 day average — 


11592 

124.91 


Pmt. Orr 
11794 
125.55 


■ COFFEE LIFFE 

1550 

1600 


■ CRUDE OIL 1PE (6/barreO 


CtoM 1250-51 1270-71 

Ftovfaus 1260-B1 1279-00 

Mghflow 128671260 

AM Offidd 1263-64 1280-805 

Ketti ctose 1270-71 

Open Int 78903 

Tend daly turnover 26.656 

■ COPPER, grade A (3 per tarns) 

CtoM 2068-70 20645-669 

Previous 212526 2142-43 

HtoMow 2101 2138/2081 

AM Offlcjd 2100-01 2118-19 

Kerb dose 2088-80 

Open Int 146484 

Total dally twnover 58,471 

■ LME AM Offidd E/S rate: 19380 

LME Cloetog E/S rata 19345 

Spot 19337 3 rite 1J878 8 Brits 19228 B eflat 19178 


■ HIGH GRADE COPPER fCOMEX) 



San 

Oaf* 




Opaa 


pica chtoge Mgb 

Lm 

Vri 

M 

Oct 

9450 

-156 

9550 

9350 

271 

065 

HO* 

9455 

-155 

96.40 

93.70 

315 

2S2 

D*c 

9490 

-ZDS 

97.10 

9135 12588 27,284 

Jan 

9520 

-i.re 

963) 

9450 

125 

1560 

Fab 

9520 

-155 

0555 

9650 

11 

1.1S7 

Mar 

9550 

-150 

9850 

9450 

755 

6572 

Tow 





14539 58^52 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices SUppted toy N M BOtfwtfiflfl 


Gok^Troy az) 


Eequiv SFr equiv 


btari nay's Open 

price change Mgp LM Vri tat 

Dec 1679 +602 19.90 19.73 11,482 75911 

Jm 1991 +602 1690 1678 2.128 34.770 

Frit 1990 +606 1994 1670 471 14293 

Mar 1668 +607 1670 1659 495 5901 

Apr 1658 +608 1656 1648 61 3354 

May 1935 - 1636 1635 1900 3,894 

Trial 19936151913 

■ HEATB4Q 06 WVMEX (42900 U5 gale; QUS gate) 

Latest Oofs Open 

prfce tinge ffigb Lem W M 

Sav 57.75 -097 5640 5790 10925 35«4 

Dae 5650 +610 5920 5630 10,155 45.730 

JM 5640 +610 5660 5620 2907 22.491 

Mi S150 +615 5675 5630 1987 12225 

Mar 5678 - 5675 5670 681 8994 

Apr 57.16 +O.10 57.15 57.15 441 5935 

ToW 26BMMS225 

■ OASOB.BE g/torae} 

Srit Deyte Ota* 

price tinge Lew Vri fat 

■m 17625 - 18090 - 5286 35233 

Me 18675 +050 10.00 16026 2279 20929 

Jae 18290 +675 18290 18190 1.435 161K 

Ml 18290 +650 18225 18190 1908 7939 

■Car 17650 +090 18090 17600 723 5.137 

Apr 176.75 +650 17790 1765D 810 2A11 

Tetel 16575100967 

■ NATURAL GAS VE(1 UP lw> paw pritefB0 

NW 11300 +6050 13J50 13200 305 1200 

Dee 16800+6150 1680015980 25 1.435 

T«H 840 12,388 

■ HATURAL GAS 8YMEX (1Q900 «naL: SteagsJ 


Oct 

24.60 

+5.10 

2455 

2135 

223 448 

to WHTTE SUG 

DOC 

2450 

+020 

2453 

2457 

6.489 S6551 

• — 


Jaa 

25.12 

+022 

25.10 

24.78 

2509 22,502 

Db 

3005 

tar 

3551 

+0.16 

2S38 

2S50 

798 11.867 

Mar 

3065 

■ay 

35 j 40 

+0.14 

2643 

SSL03 

507 7,434 

May 

311.7 

Jri 

2552 

+0.14 

2550 

2325 

313 8,080 

Aog 

3155 

Taw 





18540 107,77V 

Ori 

3125 

to SOYABEAN MEAL CST <100 ions; SAon) 

Db 

Trial 

3152 


■ COCOA LIFFE 
1100 


Ori 2252 +3.7 225.7 2205 2973 1918 

Dec 222.8 +19 2249 2209 16990 48,148 

Jan 2222 +19 2249 2160 3,768 20.410 

Mar 219 A +12 221.5 216A 1993 16467 

May 2186 +19 2205 2159 1,717 16903 

Jlfl 2264 +1.4 2219 2165 1,132 10972 

ToW 28978 119946 

M POTATOES LffFE (20 tonnes; E par tonne) 

Hov 30.0 -20.0 309 309 - G 

Mar 019 -4.0 

Apr 1160 -49 1189 1160 SI 1,130 

■ay 13.0 -49 - - - 22 

Am 1389 -49 

Total S3 1,159 

■ FREIGHT gtgeq LIFTS gMnte Print) 

Ori 1330 +4 1340 1329 55 885 

Rpv 1405 +15 1405 1385 66 805 

Ore 1430 +30 1415 1415 12 100 

Jm 1440 +35 1440 1425 23 635 

Apr 14SD +20 1430 1430 1 317 

Trial 149 2J83 


Ori 3129 -09 3149 314.0 2 3927 

Db 3152 -1.1 3160 3150 20 124 

Trial 2920 34903 

to SUGAR IV CSCE (112,00083s; centeflbs) 


11.74 -0.11 1192 11.7313234 89.698 

11.75 -0.11 11.84 11.75 2290 25137 

11.85 -0.12 11.78 1195 542 16163 

11.61 -0.12 11.71 1190 474 16808 

1192 -0.12 1191 1193 323 4228 

11.48 -612 11.56 1193 24 253 

16977135906 


1150 

to BRENT CRUOE 
IPE 

1950 

2000 

2050 


One 

Mar 

Dec 

Mo 

29 

74 

18 

42 

17 

61 

31 

54 

9 

49 

48 

67 

Dec 

Mar 

Dec 

Mar 

94 

137 

9 

40 

57 

106 

22 

54 

31 

83 

45 

67 

Jan 

Mar 

Jan 

Mar 

34 

43 

3 

135 

5 

22 

24 

174 

- 

16 

166 

214 

Dec 

Mo- 

Dec 

Mo 

23 

86 

47 

64 

15 

55 

64 

78 

10 

46 

84 

W 

NOV 

Dec 

Nov 

Dec 

45 

. 

44 

. 

27 

74 

69 

- 


LONDON SPOT MARKETS 

to CRUDE OO. FOB (per bevref) +or- 


■ COTTON NYCE (SO.OOOfes; cants/lbs} 


Db 72.18 +1 06 72.45 7121 6495 51984 

Mar 7391 +0.98 7390 7290 1,312 16908 

MR 74.41 +1.04 74.80 7390 672 8291 

Jri 7521 +098 7530 74.45 473 6014 

Dot 7645 +095 7825 7620 32 825 

DB 7655 +090 7655 7605 593 6879 

Tetri 11237 94289 

■ ORANGE JUKE NYCE (15900fas; centsAtn} 


Dubai S1&95-8.90W +09175 

Brent Blend (dataefl 51922-9.34 -O.OOS 

Brent Blend (Dec) Si 680-992 +0.025 

W.TJ. S2Q94-09BV* -0030 

■ OD- PRODUCTS NNEpmapt drive? OF (tana) 



Pwrwn Gasosne S208-210 

Gas 09 5181-183 

Heavy Fuel CM 5100-102 

Nephtta £103-194 

Jet tori 5197-188 

Dtssd • SI 90-192 

■ NATURAL GAS (pencertherm) 


BH 1338 1343 

PULP AND PAPER 

■ PUtPEjC OMLX gS; 24 air dry tana) 

Srit Day** Open 

pkm ctonge Mgh Low Vri M 

Mr 58500 +3.00 59S90 5954)0 10 345 

Tutri tIS 524 


69.10 +0.40 6620 8820 2924 11217 

72A0 +635 7290 71.70 2977 159&* 

7595 +640 7570 7490 836 6488 

78.65 +0.40 7890 78.00 79 2254 

61.65 +640 8125 8120 61 1925 

8495 +0.40 8180 8390 70 388 

11937 64282 


Bacton (Nov} 1 3.^-1 3^0 +0.125 

Atotan Argue. Tet Union (0171) 399 «7BZ 
■ OTHH4 


dose 3299092390 

Opening 321QN2330 

itamirM fix 32390 197^76 476.037 

SSSnnx ®390 197.628 478^8 

Day’s High 32420-32490 

Day’s Low 32290-322.80 

previous ctose 3289032490 

Loco Liln Dtotoi Gold Umbig W«» V* US) 

1 month — 2.71 6morthB- 

2 months 2.71 12 months. 3-17 


Ctose 
Opwimfl 
Momiilfl fix 
Afternoon fix 
Day’s High 
Day's tom 


Lriatt Oafs 
price stags Mgh 

1470+0980 3.480 
1560+6085 1580 
3905+6070 1505 
3995 +0945 3.110 
2.750+4920 2.780 
2420+6005 2450 


Opn 

Lav Vri tet 
1225 31903 44,146 
34® 17906 44J75 
1400 7999 28,448 
3925 3977 21.644 
2J15 1989 15,158 
2400 1925 9,371 
67,011249945 


VOLUME DATA 

Open tnt Bnst and Volume beta shown tor 
contracts traded on COftfX. NYMEX, CBT, 
NYCE. CNE. CSCE and IPE Creds CXI are 
one day in enters. Volume & Open Interest 
rotate ere tar aft traded morris. 


FUTURES DATA 

AM Mures date suppBsd by CMS. 


3 months 

SBter Rx 
Soot 

3 months 
6 months 
1 year 
GeM Coins 
Kruflemmi 
Maple Leaf 
New Sovereign 


to UNLEADS GASOUNE 
KWBt j42JOO US rife-: tilE gafc} 


pftroy oz. 

US cis equfv. 


latest Da* 1 * 



Opes 

30285 

49&50 


Price tfaaga Hffii 

Low 

Vri tel 

SOWS 

40880 

No* 

58.10 -&56 

60.00 

5820 

7.710 2BJ69D 

308.15 

50225 

Dec 

5825 -025 

S9.45 

68.70 

4278 22.641 

S15S5 

50055 

Jm 

5BM -0.10 

5SL15 

5670 

2,125 16276 

S pries 

£ equiv. 

fat 

59.10 -025 

- 

- 

750 6S91 

327-829 

200-201 

no 

58.70 -ais 

59JD 

5920 

665 5,193 

76-78 

46-48 

Triri 

8220 

“ 

6210 

lj850 4,178 
19,973 93/84 


Minor metals tam Mrid Bufiedn 
Ewppeen free market, S per to In ware- 
house. unites othantise stated (brackets 
where changed). Antimony: 98-65*i. S per 
tome. 1960-1920 (1960-1,9211 Btemuftc 
mto. 8898%, tonne tori 390-iSl Cad- 
irriBre rrin. 9996%, certs a pound. 4000- 
50.00. Cobato' MB free market, min. 
99.8W. 23902390; mto. 89.3%. 1T90- 
16.30 (17.B0- 18.50). Mercury; min. 
99-98%. $ per 76 b flask, 140-150 Mriyb- 
deaonc 8.80-4.00 (4.10-49^- Sol an tom. 
nan 809%. 290-390 Tungsten eree Bten- 
dard mto. 65%. t per tome iari (ItJktf 
WO. OF, 40-45. Vtewffiums mto. 8B%. 
CIF 4.12-4.22 (498-4.12). Uranium: 
Nuaxco unrestricted axchenge value. 990 


INDICES 

■ Beaten QBasec 16/9/31 ■ 10t^ 

Oct 21 Oct 2D month ago year ago 
18409 1852.4 1931 9 ■ 18809 

■ CRB Rdures (Base: 1987 = 100) 

Oct 2D Oct 17 mouth ago year ago 
24320 24292 

■ PSP Spot (Base; 1070 = 100) 

Oct 20 Oct 17 m o nth age year age 
20096 20412 19793 2 1096 

UK WAASHOUSS STOCKS (tetmes) 


AkannKim 
Alunintan aOoy 
Copper 


Goto (per troy az>ft 

S32325 

-080 

SOver (per troy az£ 

496.00c 

+1.00 

Ptehnum (per trey azj 

5424 30 

+000 

Fatodton (per troy cej 

5207.00 

-3.00 

Copper 

lOOXto 


Laati (US nod) 

45n0c 

< 

Tra (Kiata Lumpur} 

l8.O0r 


Tin (New Yorifl 

25W 


Cattle (Ova we! ghQ 

S5lS3p 

.1JBZ- 

9wep (Bvs wrighfl 

10291p 

-4 or 

Pigs (tve wnltfiQl 

75.13p 

•our 

Lon. ctey auger [raw) 

S27620 

♦3.70 

Lon. day sugar (yra^ 

S297.00 

+050. 

Barley (Enj. feed) 

Unq 


Mata (US No3 Yeaow) 

nos no 


Wheat (US Dale North) 

Unq 


Ruttor (Not)? 

57JJ0p 

-ino 

Rubber (De^f 

57«)p 

-1.00 

Rubber (KLRSSNol) 

282SZ 

+1D 

Coconut Of (PhflJS 

612£z 

+25 

Pata 01 {MafayJ§ 

5l5.ta 

-73 

Copra 

S4iao 

-23 

Soyabeans (US) 

2102 


Cotton OutookW Mm 

7750c 


Wooftois (84a Sip*) 

428p 



ACROSS 

1 Substitute has to train 
where one can watch but 
not sit (8,4) 

10 Thinks a lot about advertis- 
ing bogs (7) 

11 No way to drink patent 

medicine (7) 

12 Ita lians who made instru- 
ments in a dramatic set- 
ting <5> 

13 Greek and Latin races (8) 

15 Chief reason for the open 

water jump (10) 

16 Allotment scheme (4) 

18 Pleasant part of France, to 
be precise (4) 

20 One short day comes to an 
end and with it mutual 
affection (10) 

22 Continued existence almost 
certain; oral exam taken by 
learner (8) 3 

24 Long narrow raised strip 
but no front on refrigerator 
(5) 

26 It’s said you hit yountr form 

animal (3,4) 
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5 VWd West fighter comfi^t- 
able about delay (10) 

6 Group with noth fog aa in 

. present situation (5) ->■- 

7 Latin poet in military - ;• 

sounds like a high-ranking 
officer (7) - 

8 Mother, boy and clergyman ' 

run badly (13) - - ----- 

9 A cop misses .the original :-' . 
break into little bits (52J5) 

14 British Queen odor per- - 
former as Uncle Remus 
character (4,6)., . .T,.; 

17 fin love with new. interior r- 
decorating (8) 

19 Get up to go in the inidffls '• — 
foneral procession ( 7 ) v ^ :■ • 
- 1 about Oxford ; ; 

being dieadftd’C7) '• 

23 Country, with 'computer-' ' 
based systesns layoot (S) - 

25 04 borne bounties 7 ■ 

fines (4) : 

Solution 9^11 ■ > • 


y 

f • 


27 Extraordinary pie cook 
does - part of a series If ) ' ■ 

28 Strangely, Peggy lost it pro- 

tectin g old student of 
North Africa (12) 

DOWN 

2 My pamt is mixed in drums 
(7) 

3 fo so organised after lifting 

bulbs (8) ^ 

4 Provided note should- that 
be the case (2^) 


b *° b - 1 . 

^^^*£2***- * Mon 
■»«. mnaa on mil TBaato on nti Itad ri Brid. 
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LONDON STOCK EXCHANGE 


All systems go as shares respond to Dow gains 


•U-V^.vyj* V *v'v WrJ; 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Any worries that London’s 
newly-launched order-driven 
trading system would have to 
cope with another day of big 
were erased after Wall Street’s 
strong performance on Monday. 

And there was more good news 
for UK equities from the Dow’s 
opening yesterday afternoon: 
bumper third-quarter profits 
from International Business 
Machines, announced after hours 
on Monday, saw the computer 
group's share jump by more than 
5 per cent The Dow Jones Indus- 


trial Average climbed nearly 100 
points, moving back above the 
8,000 mark, not long after London 
closed. 

The 74-point leap by the Dow 
on the tenth anniversary of its 22 
per cent slide on Black Monday, 
provided a much needed breath- 
ing space for a London market 
that bad to contend with a num- 
ber of worrying developments. 

Among these was a further 
slide In share prices on the Hong 
Kong market, which fell another 
4.4 per cent for a two-day decline 
of 9 per cent. That weakness 
caused plenty of problems for 
those stocks with close trading 
links with the former colony. 
Falls in HSBC, Standard Char- 


tered and Cable & Wireless 
accounted for mare than 12 FTSE 
100 points. 

And the continuing confusion 
over the Government's intentions 
towards European economic and 
monetary union brought renewed 
strength to sterling, which 
moved up another two pfennigs 
against the D-Mark at one point 
yesterday, helping the Bank of 
England’s trade-weighted index 
to top the 102 level. 

Currency factors were behind 
another dismal showing by many 
of the big engineering and 
exporting stocks, Including TI. 
But overall it was a satisfying 
day for market participants; deal- 
ers were content to see the 


systems running smoothly and 
said they expected the day’s per- 
formance to lead to much 
increased activity via the oiler 
book in coming weeks. 

One broker said: “It was an 
altogether much ralTT1w - day In 
the market place. Everybody is 
becoming much more used to the 
new system and price mecha- 
nism.” 

The FTSE 100 index, severely 
mauled ou Monday when it 
dropped 118 points at (me stage, 
cruised ahead to close with a 14-9 
gain at 5,225.9, despite the burden 
of the three big Hong Kong- 
related stocks. At Its best, not 
long after trading kicked oft. 
Footsie touched 5,257.5, up 4&5. 


The FTSE 250 index nudged up 
10.1 to 4,918.6, and the SmallCap 
put on 4.1 to £402.1. only about 4 
points short of its aB-tfa ne hi gh. 

Turnover picked up from the 
rather tentative levels seen on 
Monday, eventually reaching 
730m shares, of which about 60 
per cent was in non-FTSE 100 
stocks. Dealers, as ever, still 
manage d to complain about the 
level of turnover. 

Meanwhile, the strategy team 
at Goldman Sachs, the US invest- 
ment bank, continues to recom- 
mend UK stocks. "We main t ain 
our positive stance following 
comments in the weekend press 
regarding the UK and Eton,” 
Goldman said. 


■van- V'^iSair 
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Indices and ratios 

FTSE KM S225-jj 

FTSE 250 491^ 

FJSE 350 2517.9 

FTSE AB-Shara 2460.98 

FTSE AH-Share yield 3.17 


Best parionring sectora 

1 Diversrfed Inds — 

2 Retajtefs Food — 

3 Household Goods 

4 HealthCare 

5 RetaSers: Genera! . — 


-4416 1 +4-9 

Slissffsf ■ 53 

S5SSSR»“-“ 209 

Worst parfonoSna sectors 

1 AJcohoJic Beverapes 

2 BuBcflnfl Matte . — — — 

3 ExtiacSv® k*da 

4 Food Produtws 

5 Sector*? 8 Bod — ' 


US news 

boosts 

BP 


Encouraging figures from 
the US majors and a broker 
recommendation helped BP 
lift 8V a to 930p. 

Exxon and Texaco 
reported third-quarter earn- 
ings 5 per cent ahead of con- 
sensus forecasts yesterday 
despite lower oil prices. The 
figures reflected healthy 
profits from re fining oil into 
gasoline and other products. 

However, oil prices were 
roughly 10 per cent lower 
than the same period last 
year as ample worldwide 
supplies kept prices from ris- 
ing. 

The US figures, which 
should be reinforced by 
today’s third-quarter num- 
bers from Shell Oil, the US 
arm of Shell Transport, are 
expected to signal improved 
performance from the UK 
leaders. 

Also. Lehman Brothers 
recommended the stock fol- 
lowing a trip by investors to 
its operations in Azerbaijan 
last week. 

Wolseley ran into more of 
the profit-taking that started 
when the stock reached a 
record high of 549p recently, 
and the shares surrendered 
20 to 515p despite a set of 
strong interim results that 
showed an 8.8 per cent rise 
for the year to July. Ana- 
lysts were said to be sticking 
with their previous esti- 
mates. with BZW at £288m 
for next year. 


David Taylor at Teather & 
Greenwood is keeping the 
stock on . his “buy" list in 
recognition of its “superb 
record of organic and 
acquisition-led growth” and 
its “exceptionally robust 
finances”. 

Sentiment in the sector 
was helped by comments 
from Wolseley that the UK 
recovery was spreading from 
the south-east and trading 
conditions in the US 
remained good. Graham 
Group firmed to 159p in 
brisk trade of 1.5m. 

Meyer International sur- 
rendered lOVk to 400p after it 
said it was to raise £U2m via 
the issue of 32m shares at 
36Gp each in a one-for-four 
rights issue. 

The money will help fond 
the £31 8m. purchase of Har- 
cros from Harrisons & 
Crosfieid, which gained 3 to 
134Vip. H&C said it intended 
to return £359m to share- 
holders, amounting to 50p a 
share. 

A feeling that brewing 
grdup Whitbread had fallen 
too Ear helped the stock 
reverse an initial decline 
that followed a broker's 
downgrade. 

The shares closed 6 up 
78lp, after they recovered 
from an early retreat that 
followed the publication of a 
cautious circular from Leh- 
man Brothers. The US bank 
downgraded its recommen- 
dation from “outperform” to 
“neutral” with the stock 
having met Lehman’s share 
price target 

The team at Lehman also 
suggested that “while Whit- 
bread is exploiting secular 
growth opportunities, the 
cyclical and investment 


driven elements of its portfo- 
lio seem to be leading to 
lower marginal returns. As 
such we can not see further 
multiple expansion from cur- 
rent levels and believe some 
contractions may occur.” 

In the rest of the sector, 
Bass improved 6% to 843p in 
trade of l.lm, but several 
leading sector issues 
remained in poor form. 
Green alls Group gave up 5 
to 368 Vip, while Wolver- 
hampton & Dudley Brew- 
eries closed 214 lighter at 
516%p. 

Profit-taking in the spirits 
sector left the two leading 
groups moving against the 
firm market trend. Shares in 
Guinness gave up 10 to 62 lp 
in trade of 2.4m, while 
Grand Metropolitan fell 14 
to 615p, with some 3.9m dealt 
by the close. 

RJB Mining, the coal com- 
pany. saw its share price fall 
almost 34 per cent the big- 


gest slide among the UK'S 
leading 350 stocks. 

A “sell" note from Dresd- 
ner Klefnwort Benson, con- 
tinuing concerns about 
BJB’s talks with UK power 
generators and speculation 
about further closures of the 
company's collieries were 
principally responsible for 
the weakness. 

The shares ended a net 
56% lower at 183 Vip. 

Tuesday's slide in the 
Hong Kong market cast a 
shadow over several stocks 
in companies with substan- 
tial exposure to the region. 
The list included Cable & 
Wireless, which yesterday 
surrendered 16 to 517p. In 
the banks, tire UK denomi- 
nated 75p shares of HSBC 
gave up 61 to £l&55 while 
the Hong Kong denominated 
stock eased 43 to £17.78. 
Standard Chartered was also 
off, closing 22 down at 746p. 

At the day’s worst, the 


decline in the three stocks likely to be valued at 
held back the FTSE 100 between £L26bn and £L36nn 


index by around 1235 points, when it joins the market 
Overall market turnover next month. 


FUTURES and options 

. crec ioo i»mBC RITUHES (UFF13 05 pflrftifl IndBX pok4 


was boosted by a big stake Among transport stocks, 
sale in Fortune OIL VitoL an Rafltrack fell under contm- 


oil trading group, placed 63m 
shares at MKp a share 


ued profit-taking prompted 
by the stock’s short-lived 


Open Sett price Chengs High to* 
[w 5272J) 326X0 +160 S2»0 325X0 

£ 532X5 83115 -16.0 532X0 

n~. 49400 +10.0 


(A FI) 

Est yd Open ire. 


reducing its stake to 70m emergence above the £10 
shares - 6 per cent of the level last week. 


company. 

Fortune, which also 
announced interim figures, 
closed marginally easier at 
I4%p with 12lm changing 
hands 

Biocompatibles, which suf- 
fered so badly after its mar- 


The shares declined 14 to 


■ FTSE 100 


pmBCOPTMH (UFFB CS20S } C1° P* * ^ rid** poa* 
nsi moo B2SO S300 


968p, although the screens .f 1 ® c p c p c p c p_ c p c p 

showed a seller determined ^ 75 zw JESS IS « a* 5 SSSmfc zra 


tiroffer 22^000 shares at E 3A JB SL S IS A £ BR? « 

Sod s. S 


£10.05. 

British Airways gained 5 
to 62lp after positive com- 
ment from Panmure Gordon. 


keting deal with Johnson & Nigel Davies at the broker 
Johnson of the US found- said: “The risk-reward ratio 


ered. rebounded 40 to 585p. 
Broker Townsley has been 


now begins to look quite 
fa v o urable given the amount 


recommending the stock fol- of bad news the share price 
lowing bullish comments, has discounted.” 


S*El^> OT^EFTSE TOO P4PEX OPTION (UFFg £10 p«r KJ indK 

s 

Mr 434* 170 2 22 

jart 523*277* *9 238 3S8»i Z73 ^ 


FT 30 INDEX 

Oa 21 Qct 20 Oct 17 Oct iB Oct IS Yr ago “High tow 

FT SO 3418.1 3411.2 34232 34303 341 OB 2856.8 34303 26608 

OiV. tfv. yftkl 3.33 3.32 301 3.29 3-30 307 422 3-29 

P/E ratio rw 22.10 22.14 22.25 22.33 22.25 1737 2233 15-80 

P/E ratio nil 21.80 2104 21 34 22.02 21.95 1721 22jQ2 15.71 

FT 30 sktx MnjteBcn: Mgh 34303 16009/: torn 414 2&TW40. Bbm Mb: 1/7/3S. 

FT 30 bowly changes 

Open MO 10-00 IIjOO 1200 1390 14J0 15l00 1&OQ Mgh Low 

3411.5 3443.3 34283 34303 3434.4 343BJ 3434.7 3432.7 343SS 34493 34113 
Oct 21 Oct 20 Oct 17 Oct 16 Oct 15 Yr ago 
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voiced at a medical confer- 
ence in Paris, about the com- 
pany's coronary stent prod- 
uct 

Seton Healthcare lifted in 
response to a “buy" recom- 
mendation from BZW. The 
shares closed 20 up at 485'Ap 
after the investment bank 
highlighted Seton’s 
double-digit earnings growth 
and undemanding rating. 

Turnover in British Tele- 
communications reached a 
hefty 21m by the close as the 
shares improved 8 to 4B0p. 
Robert Fleming has raised 
its recommendation on 
the stock from “hold" to 
“buy*. 

Banking stocks responded 
to the “flight to domestic 
quality" argument as ster- 
ling continued its upward 
rise. 

And Bank of Scotland, left 
behind recently, moved 
ahead 21 to 540p, having bit 
a record 545p. Royal Bank of 
Scotland moved ahead 13 in 
early trading but slipped 
back to close 5 off at 697p as 
a presentation by the com- 
pany to fund managers 
failed to provide inspiration. 

National Grid improved 
I 4 Vt to 294%p after Dresdner 
Kleinwort Benson said the 
company's Energis unit was 
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Index High Low (approx) 


173 -03 1.14 073 6ft SSSj? 4 f? + -g ,HS ,*S SI 

5/0 +05 7.15 4/B Oft _ *»"*»- _U "'S 2/L £ 

390 +0? *00 3/2 11 24.1 ***** ’^acS”-?* H 3f o 

11.10 -.10 14 10 29 118 {*** “k ®lm -.m K mi 

-in CIS nitn i7 ?15 BUEV Un -.10 3-JO Z.1 ZO.& 

AUSTRALIA (Oct ?1 / Ausfi) SW 21® 35® 16® 1A 172 ^ 

S"prtT 2/1 -05 144 1® 1ft 11 A 

«r+ noa «. IM £30* +.05 306 244 52 ®0 

0|7 _ 008 OSISft - MLW £71 -04 1 SO 269 39 14.1 E?* 

5*52 ~ al i ZSO 3.1 37.7 1fra p 3-12 _ 150 3 18 140 PW 

IS - B ?S I*“ 1 UOB r 1070 „ *1740 1010 1.7101 

1,65 -.05 £2ft 1® 36 27ft l’S m 2J7 1074/15+ 1730 +.10 2825 14 11®/ 

ANZBX 11® -97 11/8 7.10 1114/ iE^ i* il ’H ^ 77 -00 »20 2000 3/ 13.4 

AurfS £« ^10 391 201 40 271 25^+ |i2 Zib 477 { a ?S E ** K nJ6 - « 150 Lr 5.4 

AtaOi QOirt < 30 000 6.® 50 1£7 "M™ 2- 70 16 4 72 184 ^ 7 * FN/Bk 412S +195 44 1900 1ft 116 

105* +02 1® 1.15 12 CJ FrtQOl 27® -.45 43-7E 21 lift _ 

2.45 +93 200 2JC34 _ - ,,, GontxX 2425 <96 24.7S 1500 £7 440 

1505 — iio 20® 14® 14 117 SOUIN BOBEA (Oct 21 / WOT) Gercor 1200 +05 14.74 B® 20 100 


Altai 288 +.10 301 201 40 27.1 

Oar's* Che AubQJ 990* +.30 090 6.60 50 1EL7 


145* _. 17012825 _ 105 

142 -.11 4/5 2/8 _ 707 
31® —.70 6125 29 47 8.8 

10 -00 -403 1® 212 

148 -.12 1® 526170 _ 
5 40 +.10 7.72 4.15 _ _ 
1« +1 13850 98 £0 202 

17® +.10 2625 14 11 200 

27 -ftO 2920 20® 3.5 13.4 
11® 45 030 4.4 5.4 


South Africa (43) 33047 

Spain (33) 254/3 

Sweden (48) 90M8 

Swttzortand (33) .315.79 

Thedand 08)- -36-66 

United Kingdom (213) -334/0 

USA (S3*) -386-17 

Americas (814) 3SL25 

Europe (711) 28602 

Non*: (150) 

Pacific Basin 071). 123.88 

Euro-Patafic D5BO .-195.17 

North America (757) 379.16 

Baope Ex. LHC (4905 -255.00 

Pacific Ex. Japan &BS) 250.73 

World Ex. US (IB11) — 30 029 

World Ex. UK (2332) 2S&B0 

World Ex. Jgian PB61) ^33J8 


-05 20552 173.14 20755 20558 

-02 187.48 15&10 18858 18853 

-05 22159 187.11 224.73 21B.B4 

1.6 27451 23152 27753 61179 

0.9 20653 174.18 209.18 22753 

_0J 37B54 31955 383.80 38255 

05 30851 260/1 312.77 37753 

-05 213.47 18051 21621 218.71 

-0.0 204.90 172.78 20752 20752 

-45 4055 1 34254 41051 44351 

-2.7 11154 94.08 112.97 27358 

05 35220 29750 356.72 37057 

02 101.87 8551 103.18 144.74 

-2.1 105/8 8853 10851 88.93 

-55 247.71 20858 2SQ58 349.10 

03 1T1 137 1443.13 173351 15896.78 

0.1 37851 31753 381.13 37751 

-0.1 8550 72.10 8658 77.72 

-02 332-70 28055 336.96 352.74 

-1.6 8656 7259 87.87 161.15 

-35 245/7 206.99 24851 1M56 

02 30554 25759 30856 346.17 

02 23155 19559 234.31 28755 

-05 45853 38750 485.42 569.03 

05 287.14 242.13 29052 288.11 

-8.6 32/1 2753 3253 5223 

4X2 304.06 256/0 30756 304.08 

1.1 35586 29859 35858 389.17 

1 1 mso 273.15 328.08 300.07 

-02 280.82 21977 26356 27050 

-02 404.48 341.08 409.67 439.13 

117.82 99/3 119/3 10053 

-in 177.47 14956 179.74 164.11 


208.03 

17204 

206.00 

205.78 

24337 

209.89 

21174 

Chie 

199.62 

156.92 

190.05 

189.99 

21339 

175.14 

18038 

Com* 

224.89 

186ft0 

22S31 

22164 

261.11 

217.16 

217.16 

Itedco 

CtaJ 

27289 

22533 

27115 

60135 

322.44 

178.94 

18810 

nw 

"fTTTTrtr 

20608 

170.B9 

20837 

22533 

233.66 

17731 

17731 


384.34 

31822 

385.41 

38433 

429.78 

327.96 

33119 

Orta- 

3o0.es 

25535 

309.51 

37431 

349/3 

216.01 

220.65 

torn 

21606 

179.14 

210.97 

219.53 

24633 

200.57 

201.14 


20732 

172.07 

200.40 

200/0 

24337 

179.31 

18035 

T ortaa CM 

429.73 

35530 

43032 

465.69 

58033 

439.95 

46939 

8aW Art 
tala’ 

115.62 

95.73 

11534 

27730 

25430 

117.58 

20191 

' 1 7f 

353/3 

29233 

354/1 

372.78 

39438 

308.33 

30833 

MM* 

102/9 

6438 

102.70 

144.19 

11537 

75.44 

77.63 

Pililrti* 

106.65 

6936 

100.95 

6936 

145.06 

10737 

145.00 

SrtLoM* 

28432 

21932 

385.26 

36024 

6603S 

272.43 

56181 

TDabad 


<311 

<550 

•>15 Brtrif 
/IJ BmaPn 
<55* C® 

*a< 8 


120 -JJS 200 1® — — BgR 

+.10 +02 *.48 SOB 17 lift ' rtP law TW Prt C tlPT i 

m2iS^ S/Si7 15 ^ 00 +10029510 11400 _ 320 KS? 

l'S iw’iro H 2 * -7 'MOP -4W305I017.1W £51£2 

nil In? IS If — 3-1» + 110^160 2/70 10 20 + LJch 

Im 12700 -*® ■3® 1500 Ift 14.4 ^Sr 

LM 4» IM 80170 5SS 831 +®087ra35ra 1ft 5.7 5K 


3425 <06 24.75 152D 27 +40 
1200 +05 14.74 B® £3 100 
101® —4015350 8175 20 _ 
127 +.11 7® 200 18 2-5 

1175 4123 1425 _ &4 

17 -20 2070 1420 £1 211 
2® — 4® £40 42 70 


!3&£ H223S SS5 +-e3H 17 -® 20.70 1«® zi 211 

"fin5S^LSc 7 «S 14-J 20S - 4® £40 42 70 

i?f-2 BCOn 304* +01 3® £75 2/200 

. ■- 6160+3® 6440/0 10180 

22® +25 -33*0 21 6.7 70 

,, 25.75* — 50® 24.75 £7 1£4 


***** ”7“ CdPrOD 7 i VI 2.18 7.7 - - % lr rT JO AB.ro* N+aKauiM./a iz.« 

I.U8J4 <W <614 Sim £11 +® 14? £55 1 ft _ &Sl S SS8 I?S SS ?S2 11 <3i *1* .. 79 «-5 10112 


CCArn* 1 £13 —.17 1700 i* ti JO.I vi+mn *<*<+ .I nn <u +T| 

-19 -17 Ctrtrtl 605* +05 7.15 4.43 12 20/ T * snB 1S ’ 400 

-S.1 -21/ CM* a® -.02 -457 121 _ 

jb tit , CnWco 145 +15 748 504 12120 - 

■“ -“■' rtartkiaLO* -06 17® 11.40 5 4 _ TAIWAftpctZI /Tws 
£75 — 4.10 0 94 _ — 

+12 <W.1 L48 -SB £75 IM ~ Z §:“» T ^g 

-> 3 “ D& -3\ D 7fl SasiSe Cta^atJsS +5I4Z50 


SaagM 8/30 -iso -ck h/oo ... izb SS 
Yrtame ii4oo +in iw lira is 9/ uwn 


£75 1® _. _ §:“» 

_ 5 303 4.1 22ft 

m 001 -ftl 079 0® £5 118 SSP' 

■«“ FCBH 400* +S6 400 325 1ft _. 

+441 FC Ea 078* +08 721 3.14 1 4 ._ ™ 

♦35ft TCP*) £70 <00 L30 £03 10 S' 

-57ft S2. ^ imS 


23.75 -25 44® 2220 £8 11.7 
•«— — »■" IM 366 +4 38750 308 £7 413 

LMIa 137® +3/0 161 111 £5 800 
HU HI 12.10* +.10 16® 8® 40 _ 
MBBOk 165* +.10 7® 5.40 — 8ft 
Mate 102* +2® 10750 9G „ 
ta p* 1» +® 20® 1125 £J 170 

JS5 'ISM — tac or 103® +4 110 58® 1/210 

83 _ 89® S3 80 50 

7® _ 1® 425 20 28/ 


+8 1® 112 1.1 
+0 115 85 1.1 

+S 14250 51.12 _ 


3* 72.40 -- _ Prsnfip fi® -.48 7® 


186639 1711.43 1417.01 1716.18 1561033 188854 113659 1233.35 

413.34 379.02 31882 38a07 37885 440.07 307.19 311.00 

94.13 86l32 71/7 88.56 77^4 96.47 83.03 92.97 


278.48 337^8 

73.43 8853 

212.71 257.62 
254.98 308.79 

19257 233.59 

384.97 46654 


254.48 30851 
292.13 35351 

267.44 323.01 

21755 26357 

33858 40970 

11XX86 122.16 

149.73 18154 

28455 344.75 

19352 294.73 

19651 23856 

15358 185.78 

192/8 233.12 


35252 374.84 261.98 

16251 21457 8756 

200.89 44851 26956 

34457 370.12 Ml. 49 

28758 27753 18544 

572.94 538.94 39058 

286.79 32959 231.69 

55l7B 12954 3555 

307.38 33759 258.17 

384.77 39952 28355 

296.73 365.75 2SBM 

271.19 29605 22253 

440.82 46453 333.70 

102.19 160.96 127.18 

16554 209.12 173.65 

37453 389.57 27750 

245/9 28757 198.96 

241.74 3M. 65 250.73 

17358 21259 17194 

226.74 26259 211.18 

324.70 344.35 257.42 


B2-B7 

26320 toigary 
19657 mu 
377.53 *Rhn 
348.70 “*«> 

18S/4 

qrut ca «««■ 

24455 SAW 
118.04 sowHa 
25957 


264.85 Comport 
223.82 l * M *— nc a 


721 314 4 ” SStf +6 13967 BS 1.1 __ PnVI 

♦35/ TCPBp £70 +® 180 ?® 10 Z gj* S S H — B®* 90 10-15 -® 2fi® 8.10 40 100 

"Trr rtiT + j. . co 1 tl 5sa 5) Sa( U 77 +5 125 71 1/ — 

~ 57J Fxrtdd 7.700 *20 807 7® £5 23ft TaC “ 1Jafi0 48 173 34® - — 

Fdta 11® ♦101107 504 £7 _. Ram 1£45 +.15 TO® 11® 2ft l£0 

-45 fertn £70 -ftl 209 220 4571ft ,r^. 

- Frtrtc A«5 ._ 4® £08 £1 _ HttlUID (Od 21 / B*rf) SASOL 

^ , CkrfVTr £83 +XA 2® £27 70111 Stan 1 106 _ 12/0 (L7O171I0 

Znn GtOAax 300* +.04 482 114 55100 S amne r 3S05 +® 61® 3405 lft lift 

*f“ Grtrtl W <81 1® o® 70 130 AftrtF, 240 -- ■» IE £5 Sena* 11® ._ 1375 B® £5 17 

*«0 tad 145* +01 £70 12SZI2&4 g|M» 130 -? 314 1U £2 .. 3n*fd » +2 87® 87 £4 lift 

<142 Btaf ?25* <03 205 1.43 £6 21/ jjgmf «60 ~ MS® 4ft SnUOCS 24® +® Z72S 21® £4 14/ 

. etCta 2/5 — 101 2 20114 D&anF 2225 _ « 12 80 14 SABaai 138® *3® 131 1® 2.1 21ft 

4® <04 525 303 27232 IJ-M -. “1225 7ft — SLBa 44® +1® 53 37 30 310 

1£M +06 13® 10® 1ft ® 1 InJW 3126 -4® 15**21® 122 — SO* 101 *1 178 83 7.711/ 

3/2* _ 308 £48 10 _ WllW 40 119 2150 7/ 17 BHD 18 _ 30 17 14 4ft 


£*R 73.10 +.10 BS S6 4.1 157 

RnSn His -OS 26/0 no 4ft 100 
4115 +1.15 4925 37® 1ft 12 A 
29® +.70 3225 25® 2ft 10.7 
Item 11*5 +.15 TB® 11® 2ft 120 
34 — >5040/0 32 l+ft 

63* +.10 88® 45 £3 14ft 

Stan 11® — 12/0 170 17110 


- no*) 

♦70 Lanrts 


0.75 -OS 1.76 073 _ 12ft 


S2H ~® 1/12 187 3ft 100 SIM® 225® +8® 22540 183 1ft 17ft 


30® +00 34®®® 12 210 g*5« ll 79® +1® 8325 57.73 1ft til 

149 +01 3® £00 48 _ SriStf 95 — 274 79® 7/ 42 DmtU 73® +2 82 48 £4 1£7 

101* +02 £10 146 1/ 4£7 Trip*®, 2S30 +30 04 23® _ 40.1 VRarta 253 -30O3BL2S 1® 5ft 


156.83 Saw date Dae 1968-100 east* (tan 
28257 noUC nttefi mtc flJFeb 1 1091 . ODec 31 
199 J >5 1992 : CM* S i/BCt (QOec 91 l 90 £ lEBrti 3 


101* +02 £10 148 10 42.7 Wta 28® +ftO 0 

704* +.13 173 7® 5/21.1 Whaf 103 -2 23 

200* — 305 £19 _ 10ft 

£33 +03 3.40 222 4.6 10ft 

2007 +/7 22® IU4 4014.1 

EL =£ ?5SS NORTH AMERICA 

l !S nSu§ 2® 45200 CMVUW 

173 +fti 7fti 503 0/330 -irxxium 

i« +.05 1® 1® 40 231 IDnOkiQ {0ct21/CenS) 

4/4 +J3B s 20 £43 2ft 23ft 4[U|dO» 

3®* -Ot 4.15 £ 70 4 1 23 7 
179 +31 13E 021 _ _ Baba 


-2 234 BO Sft 7.1 W/tea 3800 -.10 75 25® 1.038/ 

WDeap 111® _ 162 91 1ft _ 

mnu IM -ftS 30 15 £7 16/ 


290.03 ISee IW" 4 m ‘ WNW 6 ,a ® S^P WCara 308 +Jtt 173 £68 6ft 17ft 463548 AtttC 

-IRR.no 33 ,x °- 1 1991; fK) Dec 31 19BZ Pac/rt I BB* +04 3® £71 50 207 38700 AraAg 

-- min- f mik « *m. w oui— PaPtaCS Iftta -06 £74 1 77 31 251 501373 A9CU 
218-41 note) 4.16 +01 S® 107 5ft 17.1 263660 Afctj£ 


Zgj9 305^6 324.70 344.36 

107.75 236.50 233^9 268/7 


61 1 99£ 31 rasa (19*19 2 199* Pkfnc 


The Worid Index (2445)- 2Sa7 S ai 237^9 199^ ^ LJZ — — - 

. .. 

^ ««» - H- W ta-p*«rt»ta-ta*r«.-ta 


y ?f9& Wbftt 

na« • c AM * a irttbef t nrik'M* mtate im jtfpft ihto for Wc 3* J &27 +,13 B-52 6<08 45 1Za5 
216.15 220.11 “X* 8 * ■ 8fB wwrsaaoe m ns i/|* _^2 101 1/5 6.3 116 

~ “Man. QM 1/M +02 zos 1® £1 lift 


325 — ® 104 301 15ft W0Q1B AMU 

121 -03 3.38 150 Z2 14ft 7127456 AMExp 

127 +.13 Bft2 6® 4ft 12ft 368667 iSO 

Oprfb Iftl* -02 1® 1/5 13116 68440 AMIW 

1/S* +02 £05 1® £1 lift 30028 BCTM 
116 +01 121 1.79 58 11* 157ms 
W* 3-£* +02 S20 3 ft* 30 _ 146909 BCE 10) 

Halm ISftO* +.13 2186 16.15 33 111 11486 BORA 


note nta**/ m? »is m* mat 
09 rt>W eBJlapi a* m aa*r ta) kata) 

picax - Qdwwr ibv H* ■* tei. * Owlaa 
■uranrtl * b rtdSM * Ex mdp ta n El 
+/- mlw *d«i*&ri.inte0bu5t 
22/5-1525 17.1 . 

SB +2 204 11 *FT Rrea Aimm Reporto Samoa 
1305 +® hq 5 1tecwflMi1lnain*ntanBm«lna 

ita li c ®> wg . wttaftataFnOMfc 
Ca +105G.7 417 baert* rnniu m n pn cm Mtw «■ +1 BM 


15ni 25 b ™ m - * te >“l mpaai b +1 8H 320 *35 


460 4ft 5238ft 
1175 + 45(9(5 13 


« +4* 181 770 38® 


1 


f? ' 1 

t 












































































35 


HD>IANCXA£ TIMES WEDNESDAY OCTOBER 22 1997 ★ 


. -*Sw \ 

- a, % 1 \ 

> - > ^ V 

•| >. . .- • ■£ 

• •*- J : *■•<•5 jit' 

l * 

“• r~ v‘; 

■:* * % ‘T. ■■« 


' % ji- 


GLOBAL EQUITY MARKETS 


US INDICES 


US DATA 


Dow Jonas 


FRANCE 


od a* "iw 

20. 17 IB 


1997 StacecanpMtae 

h 1 m K* tow 


MMdto* 782M4 7B4793 7S3UB 829931 K9108 02SSJM 4122 

- R/3) 0U4J (MTO7) (B/7/3Z) 

Hre are - 10UM mw io4.li awn 101.09 iolto 5499 

pl/J> fMM) (31/7/37) (1/10/81) 

Tkmapat . - ' Z9208 3S5M3 330027 336027 2Z22J37 3SS9L27 1123 

fisnu (vu (isnafBTi misa 

«■* - M&36 fl«29 24190 KU2 208.47 2SMB 190J 

P7I0) (25/4) (3V8/S3) p/7/32) 

at tad. neoas tnsavj im moja (7731.133 fnaorauadM 

0^» «gh 7S2+JB (793421] Low 781S.60 (7755.80) (Artytaf) 


■ MAnarr activity 

• Votuma [mkton) NYSE Oct 20 Oct 1 7 Oct 16 

Oct 20 Oct 17 On 16 team Traded 3J/9 3JB6 138B 
NYSE 483J80 624/960 SB&07&HW 1.BT6 BQfl 1S3B 

Feta 1.005 1324 1307 

Afrm 21JHB 34325 30081 UWmnged 4SB 564 554 

Now MghB 85 56 106 

NASOAO EB4.743 034348 B46J254 Now Umb 32 53 31 


■ HTSB TRAOMQ ACTIVITY 


BS1BI 944.16 96505 08112 

. (mat 

1114/58 110050 11T2J7 1M0JB 

(Wic* 

iWJfi 11115 114.75' HUM 
P/H* 


IflSE Comp. B0Z26 48607 50150 51421 

(771B 

MS Comp 70150 70108 70158 7ZUB 

<7/1(9 

NKBWCnp 168545 168185 188966 T745JH 

IMI 2000 45185 44929 457.18 4BS01 

(13/T« 


737iH BEO.12 440 

(2/1) (7/10/87] (1/6/32) 

88542 114882 152 

(11/« (7/1 0197) (3016/32) 
8075 11804 7.13 

(2/1) (7/10/97) (*W74) 

38147 61*21 4.64 

flt/4) (7/10/07) (2SMM2) 
541 JO 721 JO 52420 
CB/fl (7/10/07) (16/7796) 
1201 JO T745J5 5U7 

pm) an 0/97) (3ntv?4) 
33185 48821 12136 

(25A0 (13710197) (7/12193) 


■ «mve stocks 

MODday 

Stocks 

Cteaa 

Oay% 


(Faded 

P*» 

change 

at & r 

1 0.727 JOD 

*7vy 

+2K 

Conpaq 

*449900 

71 

+1M 

Earn Roa 

4724JOO 

45W 

-It* 

Boatng 

5.461^00 

53M 

*1Jt 

EU 

4janan 

9TVi 

+n 

ITT 

3953,900 

73H4 

+54 

Pb Mont* 

3.472J00 

40* 


Stanasod 

3.408900 

57( 

+11 

Men* 

3J70400 

94| 

-1 

Gee Beet 

3918900 

mi 

+14* 


V ol w is i 488^60.000 

BIGGEST HOVERS 



NBM225 17210091729451 1747842 2089107 1720170 3SBH9 B505 

■ TOKYO TR/UMHO ACTHBTY Wphwna : 83g^>QO.OOO 

■ ACTIVE STOCKS ■ BIGGEST MOVERS 


GAC 40 298989 2946.71 295*02 3B84JJ1 225*97 308*01 98491 

■ PAWS TRADQ4Q ACTIVITY Votuma ; SOftOSa^BO 

■ ACTIVE stocks ■ mofiEST Monets 


Memtay 

Cteaa 

ore 

ore 

tea 

mxe 

ctange tape 7* 

aeftatac 

501 

+94 

+229 

jaaaji 

348 

+48 

+16JS 

FekDeU 

458 

+41 

*11.1 

nmaa ten 
Dam 

37 

+4 

+111 

Titan Sm 

22 

-» 

-114 

Hntater 

23 

-Itt 

-7.1 

CMn ENr 

»i 

-IM 

-47 

LUtaoda 

29# 

-18 

-42 


* 13 .14 15 tfl IT 20 21 

. Octobar 1997 

FTSE Eurotop 300 


Stacks 

Ctan 

ore 

Tamer 

(tan 

ore 

ore 

THatay 

Stocks 

Cbm 

ore 

Tuecday 

CRH 

□re 

□re 

tradad 

prtae 

change 


(BlCB 

rtnge ehge « 

mad 

price 

are* 

tea 

■tamB el Oe 
Ftaafla 

5TV 

Cm Lynn Aim 

fWmm 

pika 

donga ehga M 

7918900 

6,737900 

GJOOjOOO 

5938900 

109 

281 

215 

50 

1850 

+0 

+« 

+70 

+2 

+20 

res 

HgatmU 
Wat Xma 

Tip Oomyr 
THE Carp 

185 

54a 

20? 

2650 

+40 

+80 

+17 

+370 

+32 

+17.1 

+104 

+113 

AGP 

n-ranc a 
ta-UAP 
mm B c 
BJLP. 

1515952 

1.1149B 

691991 

769970 

757910 

3247 

263.4 

4099 

507 

3180 

+03 

-ii 

+4.1 

+4 

+119 

12SQ 

278 

2» 

433 

+105 

+23 

+14 

+s 

+02 

+&1 

+89 

+8.4 

4937900 

3.488900 

3.197900 

1040 

638 

133 

1440 

545 

-20 

+1 

+1 

-40 

Dm 

Adeem 

Proed* 

teokan 

TeW Kake 

3750 

6820 

1U 

113 

-310 

-E2D 

-19 

-s 

-9 

-02 

-01 

-7.4 

O Aqtea 

Total g 

LVMN 

Ms* 

B19J293 

611220 

5B6J332 

553988 

548,712 

SI 

781 

683 

1115 

m 

+oi 

+35 

+23 

-37 

+2 

mMb 

re cme ft 
Fond Bnd 
Qndat 

SOC (tan 

139 

121 

2095 

1077 

-19 
-17 B 
-395 
-82 

-17.7 

-119 

-109 

-7.1 


| GERMANY 



| UK 





act ore 

21 20 

17 Up let Hgt 

tow 


21 

20 

17 M* LM M0h 

qm 

Low 


NASDAQ ■mAOBWACTTVlTT 
ACTIVE STOCKS 


Wiwb 8Ca*,743,000 

BIGGEST M0VBIS 


(MX 413*50 4040.75 406150 M 

a WWCWJRT TRAPPiQ ACTIVITY 
a ACTIVE 5TOQCS Bl 


- . ■ '• 


Oct 17 

Oct 10 

Oct 3 

Year aoo 

— r. 

Dow Jones tnd. Dlv, VMd 

1.70 

1.66 

196 

2.12 

- , ; 


Clot 16 

Oct S 

Oct 1 

Year ago 

- a- >; 

S &' P M. Dh. yMd 

197 

1.46 

196 

192 

& ' . ? " - 

S & f bid. P/E rate) 

25.95 

26.18 

25.72 

23.13 


Nfcnwft 18J01000 

ApUMaU 18097.000 

Wat 10402000 

Shi Hen 13091.400 

HotaB Cud 8,518500 

Hak cap a *702.900 

MCI teem 7579900 

Qsco S)8 *741900 

OH ten*. *270,100 

Tim Con *171100 


ere Dor’s Honda* 
price ctnjfl 

«? -1 » y j** 1 

a -a £2™ 

38N +44 

»« +* 


811 +11 
07 +2W 

501 +1 


Spfantoor A 
SKxtab Pr 
L)tm 


ftort o»r» 
cknsB cage * 

+31 +Z7.1 

+6M +159 

+8U +145 

+1* +*7 

-31 -179 

-4*4 -159 

-28 -129 

-2D -At 


284*77 se tu p s 931.18 TOE 100 5225.9 52119 5271.1 533091 

Vohna 1 8^flS,a7S ■ UMPOH IBAPWQ ACTIVITY 

movss a active stocks a aea 

dose Dw-1 D4T?» TuBBday Sacks QoM DayU Tumtaf 


405690 53309 9889 

Mow i 729,104*000 


•••.• IS t4 15 16 17 20 21 
Odobar 1BB7 



GtaM 

ore 

TtaMOgr 

Ckm 

ore 

ore 

Timotey 

btatad 

pika 

ctange 

Uta 

Mak m 
Italtaau 
(Mar ski 

MB A&M A| 

Dam 

BflKk-BSH 

Mantle Ha 

Pkttac 

flektan 

Prica 

omega Oiga % 


1,102989 

890998 

727063 

873036 

537070 

67 

330 

830 

3305 

0408 

+02 

+135 

+195 

+105 

3705 

2605 

81 

1910 

+255 

+1.48 

+4 

+90 

+70 

+&9 

+50 

+49 

Forum 08 
ST 

Sams 

ASHA 

Breton 

517466 

475.428 

452005 

442053 

388925 

12405 

IS 

12005 

1005 

980 

+295 

+29 

+145 

+4.4 

+175 

1150 

310 

S10 

390 

-60 

-10 

-100 

-1.45 

-54 

-40 

-40 

-30 

crettosme 
Satan a 
Sate Setae 
Sdnu 
Set TST 


Stocks Qose 

traded price 

1219747m 14H 
21,17*835 480 
14JB1.078 SZ 
1299*040 154D 
7560931 133V* 
7994925 517 

791*992 106 

7907,890 808 
7J65.7B0 402 

7,101930 456/1 


Up* 

. ■ Westmont 
Jf CMfcfts 

TWTte 

.. Dewoa 

Gresham H* 

. Rj8ta*o 


etnas p«fa o*fu 

plica change chQa % 

137*4 +18 +111 

2SH +3 +113 

7BI +28 +109 

585 +40 +79 

14 -8 -3*4 

1B3K -Sflti -215 

40 -7 -149 

40 -5M -12.1 


INDEX FUTURES 


96290 967.00 

977X0 977.70 

. Open SattpricB 

174000 17210.0 

173000 174200 

i ttr pmtaoa day, 


High 

Low 

EsL voL 

669.40 

982.00 

58910 

979.75 

875^0 

290 

High 

Low 

EsL vo/. 

17510.0 

172009 

18309 

174200 

17300.0 

172 


a CAC-4Q (200 x hHfattl) 

168,740 Ocf 2395.0 

4J40 Nov 2983.0 

Open w. mmx 

164^34 Dec 4123.0 

9,611 Mar 4163.0 


Sea Plica 

Change 

Hlffl 

Low 

EBL VOL 

29979 

2990.0 

+443 

+373 

29903 

29653 

29603 

20079 

1.493 

4201.0 

42373 

+1099 

+1073 

4204.0 

42379 

4112.0 

4151.0 

18,191 

193 


aoMX 

27.809 Oct 
1*572 Nov 


60847 Nov 
3.098 


Often 

Sea Price 

Change 

High 

Lew 

EsL VOL 

Open M. 

250825 

252030 

58023 

253530 

254690 

58753 

+4630 

+4630 

+903 

2538.00 

2549.00 

58809 

250835 

2520.00 

5802.0 

11,968 

8030 

3,730 

18,742 

4391 

21725 


WORLD MARKETS AT A GLANCE 


* ft* $ HE Canty 


2555125 25417.10 249EB9 2SE5U5 21/10 


k*m U Ontata 26507 263*4 26«9 277*28 2519 MM IM 

M Uning 74*5 7479 750J BB7J9 24/2 74790 30/10 

msnetdxhdixl sattstyiar *&8tuys ctm. tei raa> aMetf rfma a/ rttNbi aa/i^wttfc 

tm Hi CMS Min 46799 46290 48144 «442 2/10 37*40 3n 

TOM taka 142527 140690 140063 *48*tt 31/7 113022 VI 

Srtfcwtf mmtnftaH euntny ftper mtr IMHO nee 11 per cat 

M+m B62D 240192 236126 236051 2821 JO 257 167195 7f\ 

dmkMs mm. tiatfog mi nd4fc atf sntasn tar. 

Bwf BOHSH 128279 1Z7M0 124809 136T7J0 8/7 696590 VI 


taden 

Oet 

Od 

oa 

1997 

1997 

f Vtek 

$ PIE 


21 

2D 

17 

Kfltl 

Lor 



B» 

796878 

799(97 

79460S 

8(8399 6/8 

<29100 VI 

n 

na 


CM* TEE 100+ 42334 42193 4W2B 43046 7710 342.12 11M 

IM* li*f 462047 456796 454073 SBBUE 100 04073 17710 

Qnpaae+ 710720 797540 793050 720*86 7/10 667*20 14/4 

PMU& 349095 346028 344599 254791 7710 284082 11M 

toadj at otomto petal bf lot* gay (&a s/ Sawn 

OOt EM GbbV 52nJB 520177 91596 586071 4/7 481242 VI 

M* 3*0*6 M TOM Si5 8021 7/5 5078 8/1 

Stenhn B 12B84 12791 127.10 1BC20 &5 12844 B/7 

Feet* at mm kings tatetop /Mm Owataj nM 8 tpn tenaaar. drety AM/ taser tn 129>n Mm taatat 
EM* B8 M 151792 152192 1S3372 16/10 84441 VI 

CM* MpMkl «50 5«i 5454 5407t 629LD0 25Q 47079 21/5 

Stem OBKl hm h latitatt ntom ms tmtm* km M d x a m hm 

Deatmrfc CopnhagvSE 65025 65051 65060 06291 310 47014 VI 

*MMM/«iMflttari*9MfM*/Mwtt8ia68tfMat 

E0* Cato SE On 36747 38011 (c) 

Saw awed tar to »e* toowrH* iM apwaajar eat dm m HutitfstamL 

Wad HOC GaaaM 888088 33S793 378063 3BH0BB 21/10 24028 2f1 

tmn - S8F250 193194 191190 191073 208343 31/7 15S119 271 

QIC 40 296999 2946.71 295*02 308UH 3/10 126097 VI 

S*MM Ojlg rf ante flMff W atf ante fttwr. 

Glim PH Mtfcn 137*50 13*28 135023 148144 31/7 86021 W 

CmnBDhaa 401558 392590 398040 433*70 31/7 287080 2fl 

0fl« 413658 404075 406190 4438JS 3V7 284*77 3ft 

namjmwyectK} anay «app+ 1» aaat tow* am/ apOaB 

Gnaea MnS. 173U3 174583 176823 179U4 8/10 B5494 VI 

P M mvmmwkmmdd mnamm t'etttwetniiieL 

Rdo| bog Mbi saw 12*3.10 137998 1360191 1661227 7/8 - 12855J7 3M 

l&CC Rad 0* 232*78 257225 275196 411*56 27/8 184846 VI 

dream na Mca/ orany and Mmttf Ms art Sa* toata® to taMto few/ tom MMpiI 

- Sat Oa 18: IMaa Wetantad Ptfca TB1846: Korea Comp & 5B*in. S6 MewmL ♦ Tonn» ft Ctoaad. M 
aach swdc HharaM Da areal dw^ Ngta *°m repwant the hQIM and kMoat safaea M tha ttta has w 


am Mai bm toft Mg a aataad tor Ba flaayetfir efamfcah saocr. 

tat* BSE San. 411699 415494 410*26 «4B1B 5/8 mai 2n 

W 580 75120 75*18 74725 84328 518 6229! W 

Shag taU Mar am am to apxut flaafrftMiqp M to ta/nfca oeatocai 

Mmtk JM Conti 51496 514.17 S2068 71893 877 47011 20 

am fldred aa aaestta dfcatorf canal hank waaw to lappw Mutty. 

MM OOOml 387093 3601 .76 388540 38U0B 14fl0 27KB7 2/1 

Sms nefad fis /aMT agtaf « tamtto nfaan 

lanto MUmm 108 31016 3102B ft 31120 6A 214,15 VI 

am tonad Mari to heay tatnar flwlen tttaated »■ toatf Mb e iMgsM 

My Bd On! 30 23*11 23572 23491 24298 2619 15GJ4 VI 

Banco Ctm M 99*19 966.10 99094 100266 14/10 64255 2/1 

■Mil Gonna 180239 15BD1J 157279 180EB9B 289 1846600 2/1 

IMn tonyaejM 1 ftd ass 19 par cm a tow/ maria taoM Ito tyssn gates fiitpa 

Javan M 225 1721009 1729451 1747*42 290197 166 T72D428 U/lO 

MM 300 26*13 26*15 26036 30371 28/7 25104 27/1 

Top* 134457 1347.75 138076 136098 2M 0208? KM 

2d Sedan 142478 141*35 142092 184*25 306 146*51 14/10 

Mraw dranpitf nr sonant ataM padaga dU net am* am goal nmaan 

Jartn /Unman SE 1710 17054 ft 

Maftyh USE Con*. 70030 787 J7 79490 127157 257 73132 4/9 

Uaa adntarf to 52 /w eat o*t 3 * Man ca*u0 to ep» toracptMaenr av Be Cu(y* 


ffftg PMatf htfar nlMttf n/ tanomre^ KtoAgarter ream toramtf and Omd ffaMtotread Jit 

■an &dM C*p- 40 259*94 257297 258178 2BT260 14/10 22BMI W 

Hu M iMdoDhi opt Ottyed bf 9w onto an/ ne Men a/ ewrea limon 


lode* 

Oet 

Od 

Od 


21 

20 

17 

WE 

177K0 

178732 

178679 


*HbU ^ WE 


am /amd Mar a taeato wa8d tor todcafcn to 1 top nar cafttw Atum. 

takM BVL 30 363119 361275 382791 36M01 3rt0 

PSI20 84609B 8423J56 648*92 880302 3H0 

AtaM par b 90 s sl 5 pr oat HUs at Tttaat as ntatomte retub voted pnarauv 
Rntda RTS 53001 52691 532iO 571 98 8710 

fldta/ imratay OOed and dap aued sm& HmL 

awn SB M-ffpn 44099 44*75 45*20 S738I 17/2 

Skate Tines 177112 179492 182739 2Z7L88 201 

teat Sngapm OHr mi pinga to Hang Hag encosagad tomten n M toecte 


2U&57 VI 
5152J4 VI 


43794 2/0 
1771-22 21/10 


SAX 

180 

18379 

18193 

70864 2V3 

16491 2V7 

na 

n 

■GE Goto 
JSEktaL 

1009£f 

BOOSt 

10187 

8851.4 

10210 

B7BM 

WUO 27/2 
93M20 7A 

87309 23/9 
785860 2/1 

207 

149 


MaaSeo 

K 

5361.76 

531207 

527509 

538805 18/10 

mm vi 

1.1B 

191 

■ancea 

CASA 

66499 

88377 

683-14 

UU3 2314 

45190 31 

«a 

m 

Mtowd 

CBS nfltetee 
css/ushr 

1103.0 

6329 

10847 

fiW.1 

10839 

8219 

muo 7/8 
B9UI7/9 

73090 VI 
42Sn VI 

295 

234 


Shares cadtatotf to ntf tHmg Utntys mod at tor mwfl ram 

GaM Ktem KotmCnt&T 56695 56594 58*49 73229 17/B SBM 2010 

are gated (re* tom aagme kaSKw M fr pawnmafft «awf 8r tente dd eating pcBaa uatiMyi 

Spa i HIM SE 60290 58791 58670 64020 1/10 43494 2/1 

Atttef tt«M nffg M praattmit act area i MkhM 

Gd Lata CSEMShm 76*70 76620 77190 86*70 31/7 80*70 VI 

nwmw Jtomad a toafci aa nswnal aBaaid tocal iweata raaatoatf aadte 

Soudan NbRHteQm 3177.1 313*5 315*6 SSBD 7/6 2B15D 2A 

tatfer / da n o ti M fifcgcn «pad antgy to P tm Iml ngftt 

SMMtmd SM tats 58629 57773 57519 BB1290 V? 392290 771 

SF1 to ad 373601 388*73 367295 3770.16 310 VK22 VI 

Sms mda st*l u*m ti s& at & ABB Samos a t hwuUku mdat statamat 

TataM WsianFr.** 773405 731*78 7832.15 1011B94 98 684435 6/1 

are retaatod ato flawwiant mates maasim and ttqiia tan gw a ima^ reMd twit 

Hated Bawtek SET 507a 50*51 52594 K607 2V1 48477 1916 

faiesfcra efted at am attinp toiaad d wdtay ppacEd oOM redtafc 

Dakar MS IM 100 344200 341690 345190 3090 17/10 89600 VI 

teoarer tec waa aerpy. Ott te tttad mated tMad Mar to id laMw Maaes 

ftataada BC 1065030 1061*02 1061396 10817.0 17/10 BOBUI 120 


agmk SE M-Som 674095 673*23 683639 - - na na 

— — r — _ =rr — z^z : — — ___ — • . — zudam zsemim w 1016*6 * iomtjb oona s« bbxub m m v 

93 20 Horany QgiB SE id 29595 225293 234*71 226598 21/10 183093 2/1 171 159 

ana readied a aHtaa Atf) m Pa tad at stag hqdv to (dftaea embMn and ddydw aMte 

„ — — - — — MHO R/S8P WUO U 26*74 20047 26898 7/10 21*61 14/4 mm 

w ■» — » «* ■ ■=_ 

“ “ - — = — — — — — » — ^ — -iasr ss ss s sss sss : s 

— — — HSBC JC Drgn M 317J4 33490 <3483 SB 31724 2010 aa na 

nappkaa IMP Cm 16B399 201*78 205098 3(4790 3/2 1B209S 7IW 19 1U NS tom tea* ft 17093 17430 M691 9/7 19*34 VI na id 

am tar rep+oi fear Mrfiatr eapmto eanlwf nnk M M Oappctatog. 

. 1 IMS/DAX rt&rjwra Mac Oct at- 417*47 +10322.T Conoedon. - OdcuHad re 1M0 GMT. • Seining Mata. jMuastt, put UBKW, Hnaneuivd Tmnqporaam. v T1»DJ M ndu Swatcd tty* NghaanOMBiav tha avwapea «jl n» Mi/iasr and iMed prtaaa nnched dump d» (tarOy 
id dutog me day (Hw Kgurea In MeM n pretM dn/e}. + 8U4sct to efletd McHatadm + VMdt and PIE tmkm an based on DMamn ToH MvM hdoes. + Utonelon. 


FBSSP HtriQ 

M 

260.74 

20047 

28809 7/10 

2T&61 14/4 

m 

oa 

MStepUUS 

puna* 

9550 

85(9 

mo un 

7M6B MX 

oa 

m 

ifinbatk 100 

267999 

254892 

266672 

Z7BU0 7/8 

UB30O 2/1 

IB 

na 

TOEE100 

2S97W 

2281 £7 

220538 

2SBB95 7/8 

188299 2/1 

na 

na 

RSBCJCDigH 

M 

31704 

33490 

<3183 68 

31794 2000 

■a 

na 

K amp Eng 

W 

17093 

17430 

mm 9/7 

15974 an 

na 

na 


NASDAQ NATIONAL MARKET 


4pmdoae<ktobar21 


NASDAQ NATIONAL MARKET 


mi Meat to im m Eft 

M MS 3*>i Jrt* 32+4* 

. am afl si ft V. 

i 7B ift ie() ift + J e 

STtJteH » 4fin 4S*> *h 

« 4aoe 55/4 3H, 34% *H 

037 « za . Vk 4S>z +5* 

820 22 8751 Sft *ft JD Vi 

. 77S ' 8>a 8 +i 

am 47 4fi«i «i +i 

044 a 8531 3th Xh 374, +ft 

eta a aa ift aft ift ft 

uo a im Jft ift +A 

193 IB UBS ■ Hfil mu +A 

on a nas ah zrh *M 

088 w SM M«a 2M. s% +i 

QIB 17 a mte 41i 4li 

M5 11*2 U 1 * I1*» 

144 a 2K MSV adz +ft 

176 12 253 a 19% l«» +ft 

7 B • 3 ft ft 

» 04 ft ft ft 

aim ada sax, +ii 

w IMS m raft +A 

TW 4052 »4i oft to +ii 

a tm sh «>i tft -*2 

30 1254 M oft «S +A 

072 16 1750 38>a Sftl SBi +A 

4257 *ti 4% 4& 

240 10 a Hft too W *13* 

a 7368 aft v aft +i>2 

17053? 44ft *64* ft 

ma *% *A 44 -i 

020 a T Sft* 3G** aft +H* 

04* 37 2J7 **3| O *ft ft 

did ia a iA n 12 ft 

a Baa ffl* 2ft av 

mo a teas z«i m 2ft ft 

sntm -ei 4ft *oH ft 

on iba iatt rai ft 

007 H 5807 3ft 22H. 2ft ft 

OW 39 SB Zftr 2ft 2ft ft 

oa ra B2i ift n% ift ft 

1» « 217 aft 34% 3S% ft 

1473 1ft 11% 1ft ft 

044 M 281 21% 20% 21 +i 

in aft 2ft 2ft -i 

<81 2H 2% 2& • 

COM 35* 34ft 3*ti ft 

mums aft sag 4 ! 

a i a *% ft <% ft 

22197X1 3ft 31% 3ft ««* I 

am a ft m * 

oa a » 4ft «% 484 ft 
Tin tU i4 ft + 

18 372 aft 27% 2ft ft 


emj mb do 

BhkalB 040 12 jQ 

BOriF 181 

Btodae ■ IS 405 
BakuN T.1B n » 
Bataan* 04B K BB 
BUM 19 m 

BnMtF OJB « 
Ba/ W u > T « 032 22 IK 
beam v an 

Baus* 37 BZ31 
BtoBAny to 973 
BedHyM 04* 14 U1D 
Bflto 013 IB 987 
BR 38 81 

Bbgto 3B 8142 

8mm on a aase 

Bhcalhg iata 75 


BBBBM 032 20 BZ2 

EtataBB & » 

■ ff — * BOB 

BaeyRAi on 22 112 

Bncwm ** 

BSateep OBD ft 72 
BoM 1513 

BhtRub » 30» 

ftdetlfl 036 7 JC 


n% aft 
28% 28% 
«2S% 28% 

33 

U% 15 
41% 4ft 
1B% tft 
ft 7% 
33% 82% 
24% 2ft 
*8% *7 

a bi% 

19% »% 
30% 2ft 

mfl w% 

S3 9% 
3ft 37% 
29% 25 

11 % »% 
2» ft 
35 3ft 
S% 35% 


3JH *4 
24% +1% 
4ft -1% 

«S >34 

15% 

3ft ♦% 

M% +4 

S3 *1% 
3ft -% 

3ft *% 

114 4% 

2 % ♦% 
3ft +A 
35% 


030 1S6 si aft 21 -% 

473 0 8% 6iJ +4 

83 to* 26% tft 26 +% 

158 2H ft 8 6% -& 

20 1120 50 8fi 9H +4 
058 25-134 130% 128% 138% +% 

054 17 283 43% <ft <ft ■% 

012 12 63 84T 2ft 2(4 -4 


(ta* 

talM 

I 

s 

s 

Bm 

tad 

Ita* E MB* 

ft* 

Um 

lad 

(tag 

team 

BO 

iiU 11% n% 

■% 

FtaEac 

088 17 £43 

31% 

30% 

30% 

♦% 

cute 

30 17 

W% 1ft 10% 


Warn 

108 9 3018 asm 

57% 

58% 

*2 

ow** 

30H5832 

48% 45% a% 

-t% 

ure 

OM E BBD 

27% 

Wi 

2ft 

ft 

met 

OJB a Ml 

48A 47 a 

+% 

Ftan 

» 1833 

*8% 

*/« 45% 

*% 

DaiSfr 

ID a 

21% 21% 21% 

■% 

ttata 

217 232 

11% 

W% 

tft 

ft 

area 

to 

5% 5% 5% 


FMMm 

24 X 

ft 

8% 

ft 

ft 

caret* 

100 ID MS4 

80 59% Sft 

+A 

HlMUr 

013 a 30V 

8A 

BA 

BA 

*A 

Qaadfc 

(W6 

6A 6A SA 

ft 

FboOE* 

013 a 1864 

B% 

a 

BA 


teadAk 

me 

i% IA iA 

■A 

msi 

542SI1B 

raS 

19 

WA 

+% 

QdnaCp 

a 9578 

a ft 2iA 

ft 

FeakrA 

14 l«B 

5% 

6% 

5% 

+% 

M 

104 ID za 

89% 95 98% 

-% 

TOH 

On 17 9148 138% 3ft 37A 

+ia 

Crete 

030 * 881 

79% Tft 79% 

*)! 

TOHtato 

101 15 141 

42 

41 

41 

ft 

on 

027 19 a 

29 ft O 

+A 

Rtalfl 

074 ta tea 

Bft 51% 51% 

+% 

cau* 

a 337 

W% 1ft «% 

ft 

UaA 

0(9 18 311 

30% 204. 

30% 

♦% 

ore* 

11B7B 

tt% 1ft 16% 

■A 







Ctaere 

B 85417 |M>i >1% B4A +ft 

GIMpp 

41 

SA 

s% 

sa 

-A 

□soo ttr 

02 

2d ZA ZA 

♦ft 

wtn 

007 « 1707 

E% 

X 

E 

ft 

temtelto 

100 H 91 

Sft 39 58 

-% 

Sara 

354 

ft 

Si 

Si 

ft 

ctrete 

44 SUB 

Sft 31% E% 

+1% 

tamtote 

1941 

% 

A 

A 


COM4 

V 2E42 

H 21% Sft 

ft 

Gtete 

n 191 

21% 20% 

20% 

ft 

Oimato 

ID IK 

41% 40% 40% 

-i 

MM 

044 V to 

30 

X 

X 


ceire 

020 73 41 

tO 19% 19% 


team 

19 47 

a% in 

W% 

ft 

Dtadtae 

134 u to 

z*% a*% m% 


(Mill 

73! 

8% 

M 

BA 

+A 

Itmta 

03* 18 8742 aft 34% 3S3 

+iA 

aref 

JO 131/ 

*28 Tft Tft 

+i 

MM 

009 21S 

oa zr% Z7% 

■A 

fire Bo 

827 

9% 

5% 

BA 

ft 


009 7W 27% 27% 27)i -ft 
Til 677 27% 2ft 26% -% 

082 17 1511 Eft SB 554 +4 

« a% sft »i -A 

7BB 13% 12% ISA +4 

758 5% 74 8% +i 

40 43j 4l| 

050 T7 3H7 Sft 3ft 37% -fi 

ia «a *n ft 

054 13 78 * 36 aa -A 

a B308 38% 36A 3Bi +4 
6 1482 16% 1ft 15% 

002 E OIO 32% 31% a% +% 
1140864 22% 20% 28% -1% 
207 8% SI ft *4 

a to** n% i7A ib% +i 


9971 »H 
2S«11B% 

120 34 

1 8 S3 24% 
277 5% 

i aw aft 
9*8825 100 


tank fa 13 27 9 ON 

Clift ta 183 5772 25% 28% 

B21H 020 a 5318 83% 324 
MR 4487 ft 8% 

P— -M 44 1887 58% 57 

BKMd 127 16 832 H% 57% 

BMMi 38 1874 35% 36% 

Boom Am 338 ft 9% 

nan 73 as is% 15% 

Eton* 2508 7 ft 

tote 0+ 312 aa 3% 

BSItata 0 to 4 A 

BOH 02B 8114548 4ft 47% 

9to 118 ft SK 

, Emtt IS 46 34 33% 

EOM »»% «% 

BD 114 1ft 
W »r 84 SB as% 28% 

Ewadll DIO 38 BBS 4ft 40A 

EmmAor it W US »% 


nato 48 257 10 8 ft -% 

iMCp 13 371 17% 16% 17% *% 

Fmtad oje » TSS s% st% Bid -A 

FdThd Ml V WB7 57% Bft B?4 +14 

FtofeA S 73 14% 14% 14% ♦% 

W 4SB5 25% 29% 2*4 +E 

ratal 09# 20 «07 47% 47% 47H +% 


3887 28% 28% 
911 43% 

18 338 2ft 2ft 
3 5% 5% 


38% Bfi -14 
lift 118% +% 
3% 3% -% 
2ft 33% -% 
5% 5% +4 
28% 19% 

87% HV +3 
58% 9% +% 
4H *fl 
it% n% 

15% 1SH 
50 51 +2 

1ft 14 ■ 

« 4ft +% 
12% 13 *% 

32 3ft -% 
1ft tft +% 
804 504 , 

2% &% +TA 
45% «% -1 

4% 4% -4 


GreksSm 0(8 17 IM 
toaatf *15 2 to 
Amman to 

OlCRp SB 

Mm 18 MS 


IMHUM » JM tft 

tttaytf an W 414 28% 

HBOSGBX 009 SS33BTT, Mft 

HH SUM ft 

HMOBe 18 M 14% 

HRxkTO 35 m IB 

Hdaaf n to 11% 

HaMte 25 1532 tft 
Hut* on 14 S3 Tft 

Hokgb H 253 28% 

ftaitalf -059 2 8S 57% 
AM JO na GZ 237 K% 
Wtena D5D 2 2NBT Sft 
HneCB 11 85 ft 

MAEtoadl 13 41te 33% 
qmun OH tft 

WrfW 35 24 

nto 005 a 285 33% 

Bta 145 1% 

mm 48 in 18% 

Mlkl 2402 !B% 

m me 74 

taMiH on is in i«4 

kaegDa 11312 13% 

Hfta 139 in 21 
tmt *i2 a iibiw b& 

utaaa ass* 5 

ttrM HOI £E 27» 58% 

RHkaA *28 22 71/7 30% 

tWfb 5175 1ft 

Urtd 584 2% 

tanka IK tft 

wane ffl 760 nA 

MMyM H 1280 28% 

mem M5 ib un »% 
Wdaki tts is it aft 


ft ift ft 
23 23% ft 
43% 454 +1% 
81% 61% .-% 
«%□%-% 
18% ISil 
11% 11% 

17% 18 

Sft » +4 
Z7% 27U +4 
Sft 5ft 
W% 1ft 
3ft 36 
ft ft ft 
30% 31 >4 

14 ft - 

24 24 ft 

38% 30% -2% 
1 % 1 % 

10 W% -% 
15% 19 ft 

7 7 -4 

13% M 

1ft U +4 
20 20U +4 
54% BS% +1A 
44 *% +% 
554 Mi +3% 
a% aft +% 
12B 13 -A 
ft 2% ft 

15 15% ft 

ail BN 

25% 26% +2% 
3% 24% +1 

as aft +i 


JBJSHCk a so ift « «% ft 

Jaoatic IB 27 »% B% B% +4 

J u ala) 2 17 17 17 ft 

Junta BIB 13% ift aa +,'« 

JmmHBd *W 41 8783 9 3% 32% +3 

jaw 1« 17 to 47® 47fl *7fl 

I JmeUg 032 15 » n% 1B% TJ% +4 

Hi 820 14 78 13% 73% t3% ft 

! IStaR 095150 7 16% IS, 7 * 1%'. +4 

OaanCpi ON a 59 15% 17% W ♦% 

KeW» 058 IS 1132 37% 38% 3GQ tfi 

onto 1.15 M 58* 42% 41% *1% 

lUrTn 4874510 82% B% 81% *3% 

us ib 12% n% «% 

mg) ID 2UB to a# 20% -% 

UU) TC0B 34% 31% H+2% 

Ltoeea Off 46 107 17% 17 77 ft 


W 98 

A 1 n 
» m 

71287 
878 17 » 
068 34 1877 

a 

W 4(82 1 
7S 200 

a naa 
mn» » 

08 233 
020 2* & 
a 38 
oi4 a to 
024 3717700 
052 15 3 

12 BS 
» to 
519 
005 23 aa 


OIL E WBi Rpa tea im On 


17% 17 

38% 38% 
51% 51 

23% 2ft 
ft 5% 
to2% wA 
5% 54 
89% 584 
3B% 28% 
5 *» 
Sft X2A 
20 % 20 % 
45% 48% 
72% 68% 
39% 38% 
23% 22% 
484 484 
ft ft 

»tB7% 


UQCa *05 

is ora 

Malta 020 


imm Dr 

KntoSaMX 044 
kHU 060 
tak» 

AMR 
RSdbflx 032 
l kCaeM W 060 

Heatate *10 
rmbG 

HKRtB 050 
ItaMta OJB 


005 a 45315 3ft 384 

a 3BM aift a 

020 B WM 14% 14 

9 un 8 7% 
a 2582 toft 28% 
3351 13 12 

431070 33% a 
044 13 17 15% 10% 

060 a 1085 Sft «a& 
3418 B3 ft 
38 OK 72% 70% 
QJZ U XS8 DS4% 33% 
0(0 21 1554 25% MU 
n 2IU 204 20% 
oio a Bn 34% jft 
« 1342 11% 114 
050 18 HS6 334 aft 
003 13 437 12% 1ft 
9G 4% 4% 
e 1131 511 8% 

020 H IK0 25% S 
18 12Q 25% 24% 
1300 8% 7% 

StMBO 139% 1354 


WMII 



STB 

18% 

MkMkW 

i 

□87 

X 

tft 

iwrN 

oa 

27 

3HB 

Sft 

Hteta 



7307 

4ft 

tap 

ii* 

13 

to 

7ft 

Ikefetaf 

OID 

a 

m 

11% 

ureni 



6592 

17% 

Mtonte 

inn 

a 

a 

13% 

ikdmta 

078 

15 

(59 

8ft 

ireaf* 

008 

X 

1479 

43% 

ire¥> 

001 

a 

21 36 

*7% 

Hmrtm 



an 

7% 

wtmePf 

oa 

» 

872 

31% 

imam 

040 

n 

1W 

87% 

i um* 



200 

a 

reTOk 

072 

ii 

144 

2ft 

Here 

OH 

E 

41 

38 

too 5m 

OfS 

3* 

10 

Is 

24% 

18% 


048 38 a? 80% 
43842 C% 
10053 23% 
291 28 29% 
004 20 2M 18% 
12625 28% 
*50 20 798 58% 
OSS 281108 5ft 
a bo z5% 
oa 25 400 82 

8 BC1 «4B% 
17471378 9% 

H114 67% 

a it* 14% 

II to 2% 
BR 28% 

8 5TB Utt 
38 1329 20% 
a 2407 23% 
150 9 7 81% 

in n so (ft 

13 17 in 55 
082 K Its *47 
1JB IS 618 (1% 
a 34 

4084004 35% 
to 5237 2ft 
a 2381 5ft 
11 1711 2ft 
ai 13% 


3ft -4 
vti +( 
14% +% 
7% +4 

7ft +% 
12 % +% 
33% +1% 
15% +% 
81% +1% 
54 % 

7ft +ft 
24% ft 
25% ft 

2ft 

32% -1% 
M% +A 
32% ft 
124 +A 
*4 ft 
6% +4 

25% ft 

M% 

5% ft 
138% +5% 
W% ft 
1ft ft 

48% 

46 +1 

7ft 

11% -% 
174 +% 
15 ft 
35% ♦% 
42% +% 
4ft ♦% 
7% ft 
toft .14 
37% +1 
a 


20 20% ft 
35% as ft 
3< ft'. -A 

18% 18% -I 
Bft 60% ft 
37% am ft 
2ft 224 ft 
a% a -l 
15% 15B ft 
27% 27H ft 
55% 56 

82 62% ft 
23% 24% +1% 
80% 81% +% 
47% 48% +1% 
• 9% ft 
53% SEA -A 
14% 14% ft 
2% 2% 

2ft *5% +* 


omp 83 751 11% 10% 11% ft 

omra* on fi tzoo esi 2B% sft +i 

nrereT 090 V 136 18% »H «% ft 

OHIN 108 13 80 33% ^ 92% ft 

Mon 48 SM 73% Tft 73% ft 


2.10 15 563 53% 
OH 80 58 W% 

a m ss% 
2B 2235 71% 
4811531 51% 
030 » 2HD M 
050 » 78 12% 

17 250 S 
000 17 to 28% 

* ft 
tan o at 
075 25 1712 37% 
on 18 BB1 ■*<% 
14038(85 Sft 
V 5854 15H 

189 7011 ft 

5? am 2ft 

29 M45 17% 
19 2421 10% 

aa » wo a 

012 17 1078 olft 
42 772 25% 
10 1514 8% 

008 8 M3 20% 
13 & tft 

OH If 882 20% 

tOt mt 4ft 

18 to 438% 

23 n a 

99 8*19 85 

a to 39 
2121074 Sft 

30 204 35% 

190 4893 B4% 


50% 52% +1% 
Ift Ift ft 
8T% 68% +»A 

(ft 71% +1% 
49% n ft 

3/3 to ♦% 
12% fi% ♦% 
32% azti -A 
2ft 3ft 

*J 2H 
ia * -% 
3ft Sft ft 
41% 4ft +1% 

art 8f% ft 

ift ift ft 

ft 6A +A 
2ft 22% +14 
Ift 16% ft 
tft tft -A 
aft »% -% 

17% u ♦% 
H% B% ft 
BA 8% ft 
30% 2ft +4 
» 1 »% 
a 2ft ft 

38% 33A ft 
1Ui ift 
18% 19H +4 
Sft aa ft 
38 » 

38% aft +Q 
34% »A -4 
78% 78% -2% 


S 832 28% a to% ft 
420 5% 34 aa ft 
2* 3542 21% 22% 22% -% 


Estate oa 18 5 18% 18% 18% ft 

EOn Ba 4619 «S 4U 4Q +% 

&d EM *32350 to all MJ t0« 4 

Edfeklk 12 212 1ft 9% 10% +% 

Ere/4 1 200 408105% nft VB% +2% 


aw 14 13% M ft 

080 W 12ffi 3BA 3SA 38% ft 

825 14 7% 1% 

m e% ft 64 ft 

1*5 to SM 73 72% 72% +% 

020 15 1819 25% 25% 26% ft 

072 13 H 6% 5% 8% ft 

DU 18 2414 37% 36 37A «A 

W 5120 ift UK W +4 

33 482 ft 8% 8% 

OJB I* 1252 »% 204 20% ft 

9 807 8% 5% 84 -4 


in KTSBBG 
oa wi 

020107 El 
a<2 18 1579 
2309 

as 2 are 

MB’ 

I to to 

028 30 IBIS 
8 1012 
1.12 II 178 
72 9077 
739 

as a 7 
129 
to 247 
20 1 BEDS 
035 S 2102 
1589 
to 318 
IK BOB 
aa IB 252 


SrtWSt 07 

Sam uon Iff 

SaO|n* 3815174 

Stoma oa » 3» 
EtareoBi 080 20 37 

Sanaa Te 6BW 

Sadie 23110(51 

Stoll™ 23 E» 

Eftamta 80164M 
Spamc 2214286 
SjctoOT ox a 26 

Siaete 95 SBT 

SpWSta on 5087 
Stream 38 3478 


32% a% 32% +1% 


2870 34 2% 2% -4 

052 38 8533 H% B% 70% +3% 

14 387 704 70 K>4 +4 

004 to BCD toft II tft +1% 

67837 04 A 234 «A ft 

V 84® 47% 4*% « »% 

IX 10 152 54% 54% 54% ft 

138 5277 *47% <1% 42% -1 

1905 IB 18% 17% +1% 

8 B» 33% 32% 33 ft 

9H38« Sft 5*4 54% -% 

001 9221 flZft 27% 29 +1% 

a to 26% S% 28% 

027 24 4534 6* EB% Bft +1% 

231BZB 51% 48 48% -ifi 

1583 7)1 7% 7% ft 

022 17 157 24% to% H% *1 

006 18 128 tt% 11 11% 

Oto U a 57% 55% 56% 

57 IS 25% H% 35% -% 

to S 13% 13% 13% +% 

028 895 7% 7(4 2% 


Stem 

100 17 32to 

50% 50 50% 

+H 

Imamus 

a 

n 

33% 

31% 

31% 

-% 

raodA 

ao5 

ft 5% 53 

ft 

luneana 


32 

ft 

ft 

ft 

ft 

satire 

7471 

12 1D% 11 

ft 

ItaUd 

0» 11 

n 

37% 

39% 

39% 


strata 

040 14 21S 

26% 25% 25% 

ft 

it**k 

54 

£38 

29% 

19% 

20% 

ft 

are 

«S BO 

SA 27% 28% 

♦ft 

Tnmto 

156(0 

•SA 

V. 

ft +ia 

Saudi 

(812808 

38% 38% 3BA 

ft 

TmneAC 

ib a 

541 

29% 

28% 

a 

ft 

SB Hero 

B0 

14% 14 14 


Tawua 


4U 

ft 

ft 

3% 

-A 

Swim 

OKI 15 Z7 

12% 1ft 12% 


raw 

aw a 

to 

2<A 

ti a 

«A 



AMEX PRICES 


LowCfcm Qmg 
aft 8% -% 

aa : 

4ft C% +1 


W a 

Hl E not Mt4 

825 H ft 
3 43 8% 

8 200 A 

S3 17% 
4*4 7 4 47% 

d TM! 
a ft 

200 6 « 23% 
a a 12% 
121 BA 

” a 


BWOre a 11 5% 5% 5% «% 

Ugrttr OJ0 a 3 *74 474 474 ft 

etwift 178 S% 5% ft -% 

BKtad+x 008 11 1189 W% 18% 19% +4 

and a *% 4% 4% 

BktaHm oa 25 a 42% a 

BD-MA 14 n 27% 274 27% +tt 

Bmaar 100 M 27 2H 2% 20 +% 

Bomb OX 8 02 27% DA »A -% 


a*o is sa *8% «% 

001 208 1H 3% 

18 144 23A Zl% 

7S 8% BA 

ID 1% 1% 
14 26 to 7% 

022 81 *n ft 8 
17 4 Ift Ift 

» 12 15% U% 

038 S 32 3ft 34% 


sre 

a*, e 

as 

re 

low Dote 

ate 

ra* 

300 12 

24 

85% 

E5 ffi 

ft 

Kassla 


<39 

47,; 

47 47% 

ft 

Ftaqwcy 

030 » 

78 

26% 

2ft 26% 

ft 

Gam 

080 M 

47 

24% 

2»% S4A 

♦A 

Bare) 


4» 

40% 

4ft «% 

-A 

easr* 

on 29 

3HS 

aft 

3ft 3ft 


aa»< 

020 ID 

401 

ziu 

21% 2«A 

-A 

GoUM 

14 

IB 

14 

% A 



« i% 14 14 

Oto 18 671J 29% »% to 

B H H 11 

on 37 a » 3?fi 38 

W7 133 iMJdlft Ift 
7 7% Ti 7% 


015 15 sa 17% 77 IT% +% 

1156 54 *3 5 -% 

80 2a 10% 10% 1ft -% 

MOB HU 84 BA ft 

15 272 3 2S !H ft 


15 152 5ft 55 5ft 

USB 22 114 «% 41% 42% 

1411 14A 1ft 14% 

5 14% 14% 14% 

23 4 38% to% 38*2 

(85 14 1% 1% 


Stack Bta I HOi B|h tea Lot Cta| 

urea 17 1787 38% 37% 3ft +1% 

urev 012 at 17 a% 25% a 

ream 2X0 to HB eft Oft 65% ♦% 

ISEngy 773 11% 1ft 1ft ft 

ussma 13 ia 1% i% 

USTdi 080 a 225 6ft 59% 60% +1% 

USTCopr 0« 18 104 a 2ft 2ft +% 

UUTefcr OSD 23 to 108 1U 1® 

re 19 585 5% ft 5% +A 

Vamota* 003 a 1U1 lB3% 22% to% +1% 

tagelCl* 14* 15% 14U 154 ft 

Ma»« 0* 17 172 44% 43% 44 ft 

Mm a 380 31% 30% 31% ♦% 

fcmftt BO 37 1ft 16 Ift 

VMtfc « a™ a% 24% 2455 ft 
ASTera Hire 37% x sba 

MboB 0X8 4« 2ft 2ft Sft ft 


NnOaOi 37 1312 

MsNH 10B U2B3B0 

damn oji ib an 
MtasaeM oa 18 540 
VHHOi IJB 21 rn 
HawEat DIO 21 12* 
tammBm 1JM » 91 

WsapSM 20 772 

WMSMt 19 1272 

intan 37 4919 
■AML 028 23 281 
WdKB 81032 

•U 052 to 21* 
WPNK me 22 2980 
te taMdd l oa 31 BUS 


24% H 
!*A 12% 
3ft 88% 
ft *4 
22 % 21 % 
29 27% 
25% 24% 
B% 8&1 2 
41% 41% 
ft M% 
44% 42 

13% 13 

35% E 
to% 2ft 
taBA 4ft 
2t% 23% 


Stack tta. E tale Hgh Lm Elm Gkeg 

JISCop 33(3 H % tt 

nmtte a so « ft i% ft 

ogtefi 080 27 E ft 22% 22% ft 


008 a 1058 84 sy 5[] -% 

a noo n n as +i 


n 1017 015% 14% 154 ft 

004 to to SE 56 56 +1% 

11 IB 23% 22)2 23 -A 

sa 497 5% 5A ft ft 

4 196 9% 8% 8% +4 

IJB 11 68 14% 14% 14% -A 


Kb* 2631172 41 39% Og +34 

need 15 3084 11% H% 11% 

Ml Gap 2815 7% 74 7% +4 

lEtaO BB1 51% 4ft 51% +2% 

VMn 3583 ft 28% 2ft ♦% 

HARM 54 4(7 8 8% 8% -4 

tanstmti 0.40 *1 2619 40 * ft +1% 


4 pm dose October 21 

n a. 

Stack Ota E too* ftk Um CM CM 

BJWttap za a 710 58% 56% B% ft 

TtoWdl 820 * 41 13% 1ft 13 ft 

MKMB 042 to 44 44 44 

IHmfca 19 *38 194 19 19% -4 

ItanmtB 27 5H ft 174 ft 

TomCMT 0 337 A % % -A 

Titaatam 11 8533 27% Z% 27% *1% 

IRftcdM 31 to 2% 2% 2% 

referee si to 2% 2% 2% 

UEGdb » 188 3*a 34% *4% 

item) in ft aw 29JJ -% 

tad 24*3 39% 2Bii am -% 

MET 1.12 21 to 14% 14% 14% ft 

Wire *1 14 1% 1% 


ram on h « ji a 31% 31 A -A 


18 2/2 3 2S "A 1 Fhgaftafl to d» 31 31 | Wire «1 1 A >% 

EASPAQ 

■ fitar rcmamH eWecamni pen Ewocean Suck Uatua toeumf on ikflh QRnwn conpanaa «an ngrnmaul cepkaao^. The ttwiea ( 

n Bw EASDN3 Smdk Uhmm can be Baton and EOkl aough EAEDAO Memtm. 


*tacrir systems (JS9907S 1700 11.125 7875 Mdete USS7937S -40625 10200 3125 743 

Oman FW29 0 10 10 M6KtfM1 1ES12.S2S *0rS 0 11075 4U 

MuatrHrdfcBl G3P5J -41 10300 7« « KTl (£££626 0 279 20i 

aSatoaftADS USSSJ75 -M/5 3000 31375 10075 PMeeh USO.75 0 4725 33) 

EDAPTMS US079T2S tOJEK 0 4125 05 Sctioefl or Dta ta nw i SchiS« -3? 5)50 1092 900 

bonPraf.lnL F=Fr10&fi3 475 7400 It? 10093 Ibpeafllen SeMST? -X 2450 MM SB 

feptfitaom ADS USO.75 400 1125 5975 Tirtodyw falwol U53S9S 495 10000 625 373 

teWflweNS US0H5 4375 91645 1575 S075 ' 

PikiBC w 31/10P7 Piwe note mm md pncoe e«e nomoao 10 cocuaie ragne ana torn rtorntaor aPou EASDflQ can be ouna mite woe ma at~ 
rtnP0WWW£*6D«raE«I>Qo0remet3emd n pa 82-2 / 227 BSD) end mUnttn/M. 44-171/ 4089990) 


1 

* "T 


8 "■ 





36 

WORLD STOCK MARKETS 


FINANCIAL TIMES 


No unhappy returns to 1987 and all that 


WORLD OVERVIEW 


World eqidtf es 


Crash? What crash? The 
western stock markets 
sighed with relief after it 
became clear that the week- 
end's tenth anniversary of 
the 1987 crisis had passed 
without any sign of a repeti- 
tion, writes Philip Coggan. 

European markets were 
heartened by Monday's per- 
formance on Wall Street, 
which shook off Black Mon- 
day superstitions sufficiently 
to record a 74 point gain, and 
which began trading yester- 
day in buoyant mood, as 
technology stocks 
rebounded. 

Germany almost looked as 
if it was enjoying its version 


FTV58P jncfices ratoased In Sienna 

120 — 

»»» — i ■ 

WTO 

”0 ■ ; — 


Petite Batin ax Japan 


Stuw M ut maCtf 


of the "Goldilocks economy” 
as a jump in the 1FO index 
of business confidence - sig- 
nalling the prospect of eco- 
nomic growth - combined 
with a fall in the rate of 
money supply expansion - 


indicating the lack of infla- 
tionary pressures. 

Investors seemed to take 
the view that there would be 
no need for a further 
increase in German interest 
rates this year and the DAX 


index gained 103.22. or 2.5 
per cent, to 4,172.47 in post- 
bourse trading. The DAX 
has rebounded 92 per cent 
since its mid-September low. 

Of course, a farther factor 
giving the German market a 
lift was the US dollar, which 
gained more than a pfennig 
against the D-Mark on the 
previous London close. 
According to Credit Suisse 
First Boston, the DAX 30 
and the doUar/D-Mark have 
had a very close (90 per cent) 
correlation over the last two 
years, thanks to factors such 
as the importance of export- 
led stocks and US invest- 
ment in Germany. 

The performance of 
Europe and the US was once 


again In contrast with that 
of Asia, where Song Kong in 
particular continued to lake 
a battering. The Bang Seng 
index is now 18.4 per cent 
below its pre-handover level, 
and 25.6 per cent off its peak. 

In a note published yester- 
day, Chris Carter, managing 
director, global equity strat- 
egy, at UBS argued that the 
crash in Asia would not turn 
i nto a global sell-off. 

“The collapse in Asian cur- 
rencies and Asian growth in 
Sending out a deflationary 
impulse to the rest of the 
world,** he said. "Given that 
the rest of the world is wor- 
rying about inflation and 
interest rate rises, anything 
which at the margin acts to 


flgm pgn inflat ion and reduce 
Interest rate expectations 

can hardly be crash- 
inducing-" 

Mr Carter said that Asian 
markets were suffering from 
"substantia] US redemptions 
of dedicated Asian mutual 
funds combined with the 
realisation by other global 
investors (eg UK pension 
funds) that having greater 
exposure to Asia than to the 
US might not be an optimal 
long-term, position". 

At some point, although 
not yet, he thought that the 
tuning pressures would cre- 
ate “the mother of all buying 
opportunities in the region. 
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US equities 
climb back 


Frankfurt bounces on M3 data 


Aetuarss indices 




above 8,000 


AMERICAS 


US shares rallied as positive 
earnings reports by financial 
and technology companies 
helped send the midday Dow 
Jones Industrial Average 
back above the 8,000 level, 
writes John Ldbate in New 
York. 

"The market got a little 
oversold and it seems inves- 
tors are picking up values." 
said Warren Epstein, direc- 
tor of trading at Richard 
Rosenblatt & Co. in New 
York. 

At all events, last week's 
hesitancy looked to have 
been replaced by a new- 
found enthusiasm yesterday. 
By 1pm the Daw was 94.06 or 
1.2 per cent higher at 
8,015.50. The broader Stan- 
dard & Poor's index gained 
1127 at 966.88. while the Nas- 
daq composite index, which 
is weighted with technology 
shares, rase 21.05 or 12 per 
cent at 1,70620. 

Investors continued to bid 
up technology stocks follow- 
ing Monday's upbeat results 
from IBM and Microsoft. 
IBM surged more than 5 per 
cent or $5% at $1027*. Shares 
in Microsoft gained $3% at 
$136'/, in spite of Monday's 
request by the US Depart- 
ment of Justice for heavy 
fines on the software leader. 

Semiconductor company 
shares moved higher as wefi, 
with the Philadephia index 
of semiconductor shares 
surging more than 2 per cent 
to 355.45. Intel rose $H to 
$85. 

Other high-tech risers 
included internet bookseller 
Amazon.com, which jumped 
more than 7 per cent to $49% 
after the company settled 
law suits with Barnes & 


Noble. Shares in Barnes & 
Noble moved up $1 to $2S£. 

Banking stocks were 
sharply higher as three of 
the largest - Citicorp, Wells 
Fargo, and Chase Manhattan 
- reported better than antici- 
pated earnings. Citicorp rose 
$5 to $143% while Wells 
Fargo gained $15% to $307& 

The bank sector gains 
were achieved in spite of a 
mixed bond market. Early 
morning comments by Alice 
Rivlin, vice chair of the Fed- 
eral Reserve, left many Trea- 
sury Investors with the 
impression that interest 
rates may be headed higher 
after the next month’s open 
market committee meeting. 

TORONTO struggled to 
track Wall Street through 
the morning session 
although consumer stocks 
reported gains, with Sea- 
gram in the vanguard. The 
300 composite index rose 
3227 to 7.107.70 in thin vol- 


Sentiment- swung upwards 
in FRANKFURT after the 
Bundesbank released Jower- 
than -expected M3 money 
supply figures for Septem- 
ber, easing fears that the 
central bank would put up 
interest rates at its council 
meeting tomorrow. 

The Ibis-indicated DAX 
index raced ahead by 103.22. 
or 23 per cent, to 4,172.47 
after the news helped the 
dollar rise sharply against 
the mark. It was also aided 
by a strong opening on Wall 
Street 

Analysts said shares were 
likely to consolidate at 
higher levels, even though 
the Bundesbank is still 
expected to raise interest 
rates by between 20 and 30 
basis points in the new year. 

"A lot of people expected 
the Bundesbank to put up 
interest rates this week,” 
said Rod Hinkel, German 
analyst at James Capel. 
“Now. at least we know that 
if M3 was going to be the 
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Philips Electronics 


limp 

Analysts said that inves- 
tors were staying on the 
sidelines over fears about 
possible interest rate 
increases in rnnarfs and the 
US. 

Seagram was the main 
focus of attention, with the 
shares Jumping C$2.10 to 
C$50.90 on positive market 
reaction to a complex deal, 
announced on Monday, 
which merged its Universal 
television operations into 
HSN of the US. PaineWebber 
upgraded the company’s 
shares from neutral to 
attractive. 

Northern Telecom dropped 
C$6.80 to C$144.20 on disap- 
pointment over Its third 
quarter earnings figures. 
Royal Bank of Canada rose 
C$1.25 to C$72.60. 
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Mexico City posts gains 


MEXICO CITY posted solid 
gains in morning trading as 
buyers returned to the mar- 
ket, encouraged by Wall 
Street's strong opening and 
the positive outlook for cor- 
porate earnings. The IPC 
index was up 4834 to 5361.41. 

Analysts said the market 
was benefiting from a 
stream of good news. The 
latest came on Monday when 
JJP. Morgan raised its 1997 
economic growth forecast for 
Mexico. 

Teldfonos de Mexico, 
which was expected to 
report third-quarter earnings 


late in the session, rose 30 
centavos to 20.70 pesos, 
helped by an upgrade from 
ING Barings. 

SAO PAULO rose sharply 
in early trade as the market 
took its cue from New York. 
The Bovespa index was up 
2S2 at 12,596 in sluggish vol- 
ume, with traders reporting 
spillover buying after Mon- 
day’s options expiry. 

Market bellwether Tele- 
bras extended Monday’s 
gains, rising R$3.90 to 
R$16030 on excitement sur- 
rounding its forthcoming 
privatisation offer. 


thing to worry the Bundes- 
bank, the September figures 
are unlikely to make it act.” 

Currency-sensitive export- 
ers benefited most as shares 
bounced, with Hoechst ris- 
ing D1.47 to DM63.52 and fel- 
low chemicals group 
Degussa up DM5.20 at 
DM91.20- BASF also gained, 
putting on DM1.47 at 
DM63.52. 

“What is driving the mar- 
ket is the export-led stocks.” 
said Robert Hussey at Credit 
Suisse First Boston. 

Vereinsbank and Hypo 
Bank were both firmer 
ahead of today's joint news 
conference to announce 
earnings. Vereinsbank was 
up DM4.15 at DM107.15 while 
Hypo Bank rose DM3.03 to 
DM81.23. 

AMSTERDAM moved 
higher on the back of 
improving bonds, a strong 
dollar and a surge at Philips 
ahead of tomorrow’s third- 
quarter results. The AEX 
index ended up 15.15 at 
922.52- 


Philips was the main fea- 
ture of the session, advanc- 
ing FI 6.20 to FI 168.70 for a 
two-day gain of more than 5 
per cent as buyers swept in 
ahead of quarterly Minings 
which are widely expected to 

prove very strong. 

PolyGram, the electronic 
giant's entertainments off- 
shoot which puts out a third- 
quarter report today, rose 
F! 1.90 to FI 115.50. 

Unilever added FI 3.00 to 
FI 111 amid favourable bro- 
ker comment on its near 
$lbn push into the Brazilian 
ice cream market 

PARIS made amends for 
Monday’s dull trading, 
sweeping smoothly higher 
on good volume as buyers 
honed in on a number of sec- 
tors. Motors rebounded, oQs 
tracked the rising dollar and 
the sprinkling of takeover 
situations all stayed active. 
The CAC 40 index ended 
43.18 higher at 2,989.89 in 
13.8m shares traded. 

Total and Elf Aquitaine 
rose FFr23.00 to FFr663 and 
FFr35.00 to FFr781 respec- 
tively as the dollar made far- 
ther inroads into the franc. 

There was a clear upswing 
in sentiment among motor 
stocks after the recent 
shakeout on worries about a 
shorter working week. Ren- 
ault bounced FFr7.20 to 
FFr172, Peugeot FFi23.00 to 
FFr774 and Valeo FFrl3.9Q to 
FFr386. 

Persistent talk of a 
counter-bid kept AGF active. 
A French press report pin- 
pointed Soctete Generate, a 
6Ji per cent shareholder in 
AGF, as the most likely , 
source of a competing offer 1 
to the hostile FFr300 a share 
put up by Generali of Italy. 
AGF added FFr6.30 to 
FFr324.7 and SocGen FFr20 
to FFr926. 

France Telecom remained 
active on its second day of 
trading, gaining FFr3.50 to 
FFr210 in turnover of 
FFr3 .9bn. Dassault Systemes 
jumped FFr9.90 or 5.5 per 
cent to FFr191 after upbeat 
nine-month results showed a 
44 per cent rise for earnings. 


Fallers were thin on the 
ground. An pamings down- 
grade from Deutsche Morgan 
Grenfell sent LVMH down 
FFr37 or 3.2 per cent at 
FFrLU5. 

MAUrtp climbed by 2.6 
per cent, Its second sharpest 
gain of the year, helped by 
the general European rally 
and a tumround at Endesa 
an the first day of trading 
after its latest privatisation 
offer. The general index rose 
1439 to 602.00. 

Having opened at a dis- 
count to the Pta2,685 institu- 
tional price, Rnrinm rallied 
late in the session to close at 
Pta2,720. up PtaS5. 

ZUR1CH moved steadily 
higher in Ting with the trend 
across Europe in spite of a 
SFrSOOO slide to SFI2.120 at 
heavyweight engineer ABB 


following a disappointing 
nine-month results state- 
ment The SMI index ended 
up 85.7 at 5,8623). 

MILAN moved up in spite 
of a warning from Antonio 
Fazio, governor of the Bank 
of Italy, that interest rates 
would come down only when 
inflation prospects 
improved. The Mibtel index 
closed at its high for the day 
of 16,023. 

HELSINKI was 23 per cent 
higher, helped by the strong 
recovery in US technology 
stocks on Monday. Nokia, 
which makes up around 35 
par cent of the HEX in d e x by 
market value, rose FM18-50 
to FM526.50. The index fin- 
ished Up 93.06 at 34390.69. 


Written and edited by Jeffrey 
Brown, Jonathan Ford and 
James Montgomery. 


SOUTH AFRICA 


Johannesburg moved 
strongly ahead as the mar- 
ket was boosted by the cen- 
tral bank's one percentage 
point interest rate cat and 
Wall Street’s firm opening. 
T he all-share index finished 
op 90.1 at 7,384.4. 

Financials led the 
upw ards push, surging 236 
to 10,498.5, as three major 
banking shares reached year 
highs on prospects that the 
rate cut would help lending 
and reduce bad debts. 
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Hong Kong backtracks again 


ASIA PACIFIC 


Suns Hung . Kari 


Shares in HONG KONG fell 
steeply for the second day 
r unning as currency con- 
cerns and rising interest 
rates sparked worries about 
corporate earnings. The 
Hang Seng index shed 567.78 
to 12,403.10 for a two-day 
decline of more than 9 per 
cent 

Red chips and H shares 
were also deeply troubled. 
The red chip index, the 
China Affiliated Corpora- 
tions index, tumbled 242.46 
or 9.4 per cent to 2,329.79. 
H shares, in the form of the 
China Enterprises index, lost 
55.14 or 5^ per cent to 888.41. 

Interest rate sensitive 
property stocks tumbled in 
improved volume. Sung 
Hung Kai Properties came 
off HK$6.Q0 to HK$7400 to 
extend its losses since early 
August to 30 per cent. 
Cheung Kong lost HK$4J50 to 
HKJ65.75. Market turnover 
picked up to HK$19.3ba. 

TOKYO fell In late trading 
on disappointment with a 
government stimulus pack- 
age, writes Bethon Hutton. 
The Nikkei 225 average 
dosed just above the day's 
low Of 17,209.59 at 17.210.09, 
down 84-42. 
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Buying of smaller-cap and 
lower-priced stocks drove 
the index higher for most of 
the day, but selling pressure 
emerged in the afternoon as 
details of the ruling Liberal 
Democratic Party's proposed 
stimulus package came 
through. The market had 
discounted most of the 
expected measures as too 
weak to make a difference, 
but a few remaining hopes of 
significant action were 
dashed. 

The Topix Index of all 
first-section shares slipped 
3.43 to close at L344^2, while 
the capital-weighted Nikk ei 

300 index ended 1.02 lower at 


265.13. But rising shares still 
outnumbered those falling, 
by 656 to 429. Volume 
improved to about 336m 
shares. 

Builder Kumagai Garni 
was the day’s most heavily 
traded share. News of a 
write-off and a projected 
Y200.5bn loss for this year 
was seen as a sign of the 
group tackling its problems 
head on. The shares gained 
Y6 to close at Y109. 

Matsuzakaya. the depart- 
ment store operator, was out 
Of favour after its offices 
were raided and a board 
member arrested on suspi- 
cion of paying off corporate 
racketeers. Matsuzakaya lost 
Y19 to Y501- 

Among financials. Nikko 
Securities lost Yl7 to Y484, 
while other brokers were 
mixed. Nomura gained Y20 
to YI.610. Yamaichi and 
Daiwa lost Yl to Y240 and 
Y74Q respectively. 

In Osaka, the OSE index 
gained 36.17 to close at 
17.956.65 In volume of 19.4m 
shares. 

TAIPEI more than 
reversed Monday’s 4 per cent 
fall as the composite index 
r allie d sharply, helped by a 
government stock market 
stimulus plan and strong 


gains on Wall Street for US 
technology stocks. 

The composite index rose 
41727 or 5.7 per cent to 7.734, 
its biggest one-day points 
gain since May 1990. How- 
ever, the index remains 24 
per cent below its 10,116.84 
peak, hit on August 26. 

Although financial stocks 
were the biggest proportion- 
ate gainers, with the sub- 
index up 6.75 per cent, the 
market was driven higher by 
the electronics sector, which 
rallied on the back of Wall 
Street 

Brokers reported heavy 
buying from government - 
related funds at the opening. 
Total turnover was 
T$i27.9bn, of which around 
T$50bn was said to have 
been traded in the first half 
hour. 

MANILA extended Mon- 
day’s losses as the market 
continued to suffer from cur- 
rency weakness, falling l per 
cent to stand 3 per cent 
below Friday's close. The 
composite index dropped 
21.89 to 1393.89. Bank stocks 
improved in spite of reports 
of slimmer margins and 
higher levels of defaults. 
Metrobank achieved a late 
rally, finishing up 15 pesos 
at 290 pesos. 
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MARKET FOCUS 


Athens on a 
winning streak 


Bolstered by economic 
recovery and 
award of the 2004 Olympic 
Games, Athens has turned 
in one of the best emerging 
market performances of the 

year. 

The Socialist government 
of Costas Sfrnitis has 
become the businessmans 
friend, especially now that 
it is providing political 
backing for penetrating 
neighbouring Balkan mar- 
kets. seen as important for 
Gfrnek companies’ growth. 
After marking time 
throughout 1996, the bourse 
has surged by 88 per cent 
this year. 

Interest rates on treasury 
bills have dropped to single 
digits, causing small Inves- 
tors to switch out of debt 
securities and into equities. 
Last month the inflation 
rate was down to 43 per 
cent, its lowest for almost 
30 years. Fuelled by Euro- 
pean Union grants and a 
recovery in house construc- 
tion. the economy is fore- 
cast to grow by 3J5 per cent 
this year. 

News of Greece's selec- 
tion to host the Olympics 
gave the market a fresh 
boost Shares in construc- 
tion companies and cement 
producers jumped first,’ 
then telecoms equipment 
anH information technology 
companies, and banks 
expected to finance invest- 
ments. 

Ebullient local bankers 
Hire to ffairc the Interna- 
tional Olympic Commit- 
tee’s choice of Athens 
amounts to a vote of confi- 
dence. “We lost the 1996 
Olympics to Atlanta 
because nobody believed 
Greece would be able to 
build the necessary facul- 
ties,” says one. “Now it 
1 looks as if they’ll all be in 
place a couple of years 
beforehand.’' 

Construction has started 
an a much-delayed group of 
EU-financed infrastructure 
projects with a value of 
more than 86bn. They 
include an international 
airport for Athens, a toll 
highway across the city 


Greece 


Brians Ganaffil | 
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and a toU bridge aexoss the 
Corinth Gulf, which will 
improve transport between 
Greek and Italian ports; 

As a result of rights 
issues by the big Greek 
bgnfrg and the flotation of a 
farther 12 per cent of OTE. 

the government-owned tele- 
coms operator, the stock 
market has itself expanded. 

A year ago the sheer size 
of some of the capital 
increases, ranging from. 
$100 m - to $650m, would 
have swamped the Greek 
market. But international 
institutions have bought 
sizeable tranches, encour- 
aging domestic investors to 
follow suit Athens now has 
a capitalisation at 
Dril300bn or mare than 30 
per cent of gross domestic 
product 

Hellenic Bottling Com- 
pany, the Coca-Cola fran- 
chise holder that is 
Greece's biggest investor in 
the Balkans, is acquiring 
Molino Beverages, its 
Luxembourg-based partner, 
to create the first listed 
Greek manufacturer with 
annual sales of more than 
Slbn. 

Analysts say the market 
is likely to slow down to 
digest this year’s large 
inflows of funds. In the' 
past lew-days, too, political 
anxieties have resurfaced 
as Greek-Turkish tension 
heightened over. Cyprus, 
triggering a bout of ner- 
vous selling. ■ ' 
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What will happen when Nelson Mandela 
goes? Roger Matthews looks ahead to the 
day when the probable next president, 
Thabo Mbeki, takes over 

Smooth transition 
to a new era 
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South Africa must soon face 
tip to life without Nelson 
Mandela. As with most 
events in the post-apartheid 
era the transition is planned 
to be gradual, unstressful 
and consensual. It almost 
certainly will be. But under 
Thabo Mbeki, who is sched- 
uled to take over the leader- 
ship of the African National 
Congress in December, the 
rifmand for more substantial 
change in South Africa is 
also likely to be answered 
mare emphatically. 

Few claim to know Mr 
Mbeki well, and therein 
probably lies his success in 
having climbed the ANC lad- 
der to within one rung of the 
top. It is obvious he cannot 
inherit Mr Mandela's excep- 
tional blend of authority, 
magnanimity, and talent for 
inspiring genuine affection 
from all races. The loss of 
those qualities, in a national 
transition which has still 
decades to run, .will probably 
be felt far more acutely than 
many people suspect. 

Mr Mbeki will have to 
draw on other qualities, 
when he takes over the lead- 
ership of the ANC and pro- 
gressively takes responsibil- 
ity for government In the 
run-up to succeeding Mr 


Mandela as national presi- 
dent after the next general 
election. 

There are a few pointers to 
the probable themes of a 
Mbeki presidency. The artic- 
ulation of a new vision for 
Africa will figure promi- 
nently. His emotional speech 
to the constitutional assem- 
bly in Cape Town last year, 
punctuated by the refrain “I 
am an African", offered 
some guidance, and it has 
been followed by several oth- 
ers with the theme of an 
African renaissance at their 
core. 

How this will translate 
into political or economic 
action is far from clear. But 
it seems to articulate several 
strains, some of which may 
not be comfortable for the 
while minority. Many ANC 
leaders believe that whites, 
especially the more affluent, 
have been slow, even reluc- 
tant, to reciprocate the gen- 
erosity shown by Mr Mand- 
ela. There is a feeling that 
whites may believe they 
have completed their contri- 
bution to the political transi- 
tion. and now feel free to 
snipe while consolidating 
their economic dominance; 
in short that whites are 
opposed to contributing to a 


more substantia] transfer of 
power. The cruel comment 
by a Nigerian minister that 
South Africa was a white 
country with a black presi- 
dent was not just bitterly 
resented, it also hurt 

A man with Mr Mandela's 
history of political struggle 
can brush aside such 
charges, but they might 
strike a more sensitive chord 
with Mr Mbeki. When the 
ANCTs top people sat around 
after the 1994 election 
waiting for Mr Mandela to 
announce his cabinet 
appointments the one thing 
on which most were agreed 
was that he would be bound 
to announce a black finance 
minister. “We knew he had 
to do that to show the world 
there was a truly new politi- 
cal situation in South 
Africa.” says one minister. 
Mr Mandela chose a white 
finance minister, and then 
another. Only when Trevor 
Manuel took office last year 
did South Africa have a 
black in charge of the portfo- 
lio. three years into the 
administration. 

Such caution on racial 
matters is unlikely to be a 
hallmark of Mr Mbeki ’s pres- 
idency. Not only is the ANC 
now demonstrably in charge. 


it feels increasingly less 
need to pay attention to 
such international concerns. 
There is also today even less 
of an electable alternative to 
the ANC. The National 
Party, which ruled from 1948 
to 1994. has lost FW de 
Klerk, its one leader of real 
stature. It is divided within 
itself whether it should con- 
centrate on maintaining 
power in the Western Cape, 
where it controls the provin- 
cial government, or try to be 
part or a wider political 
realignment. The confusion 
can be expected to be 
reflected in a declining share 
of the vote at the next elec- 
tion. 

Unlike the National Party, 
the Inkatha Freedom Party, 
headed by Chief Mangosuthu 
Buthelezi, has remained in 
the government coalition but 
it appears to be a diminish- 
ing political force, albeit 
with the capacity to stir fur- 
ther mischief, particularly In 
its home province of Kwa- 
Zulu-Natal. Other smaller 
parties, including recent new 
creations, appear unlikely to 
do more than snap at the 
ANC’s heels. 

The future direction of 
South Africa will much bet- 
ter be judged by the outcome 
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of struggles within the ANC. 
From the many issues hefng 
debated, two stand oat; first 
the battle over economic 
direction; second, whether 
the so-called “populist wing" 
has the capacity to unsettle 
the leadership. 

Mr Mbeki himself is 
aligned with modern think- 
ing within the ANC on eco- 
nomic matters. He under- 
stands about global 
competitiveness, market 
forces, international capital 
flows and the irrelevance of 
the old Marxist dogma to 
which some of his colleagues 
still cling. But be is not 
about to take unnecessary 
political risks while the top 
job is not yet fully wi thin his 
grasp. 

The trick for Mr Mbeki is 
to keep nudging his party in 
the right direction, while 
pledging total commitment 
to the reconstruction and 
development programme 
which exists to assist the 
most disadvantaged mem- 
bers of society. He must sim- 
ilarly retain a good working 
relationship with the trade 
unin n movement, which will 
help to underpin his per- 
sonal political ambitions, 
while trying to ensure tha t 
the relationship is not per- 


ceived as an obstacle to 
investment, foreign and 
local. 

Without that investment 
the domestic hopes for South 
Africa, let alone its ambi- 
tions for the region, will 
count for little. Those South 
Africans who enjoy higher 
standards of living tpnri to 
be enthusiastic consumers, 
but second-rate savers. 
Savings levels are about 16 
per cent of gross domestic 
product, compared with the 
25 per cent the government 
believes necessary to 
achieve an annu al real 
growth of 6 per cent, and the 
more than 30 per cent 
recorded by south-east Asian 
economies which have con- 
sistently turned in growth 
rates of closer to 10 per cent 

South Africa is not 
remotely near those levels, 
and must therefore rely an 
others' savings if it is to 
escape the worrying cycle of 
modest annual growth, and 
relentlessly higher unem- 
ployment which for years 
has been at politically haz- 
ardous levels. Long-term 
capital inflows have been 
disappointing and seem 
unlikely to accelerate If the 
findings of the latest survey 
of European business confi- 


dence in South Africa are an 
accurate guide. Although 80 
per cent of respondents were 
positive about the economic 
situation, there was an 
alarming decline in compa- 
nies’ pnnfirigncp in the gov- 
ernment's ability to tackle 
crime effectively, or to 
reduce what is perceived to 
be a sharp rise in corruption. 

While such sensitivity is 
being demonstrated it is not 
helpful for South Africa's 
international image to have 
a convicted kidnapper 
nominated for election as 
deputy-president of the ANC. 
At least, that would be the 
view held by many white 
people. It may also be shared 
by the majority of blacks, 
but the history of struggle 
against white oppression is 
too recent, and even too 
current, for the candidacy of 
Winnie Mandela, the 
president's former wife, to be 
lightly dismissed. Mrs 
Mandela will almost 
certainly never become 
deputy-president of South 
Africa, if only because that 
appointment is the 
prerogative of the president, 
not ANC delegates. But the 
rank and file of the ANC 
could well feel it is time the 
party’s leadership was 


reminded who is ultimately 
boss in a democracy. 

Whatever her aberrations 
and the opulence of her life 
style. Mrs Mandela is still 
seen as a champion of the 
oppressed. ANC minis ters, 
driving around in similar 
cars, are increasingly said to 
be out of touch, and supping 
deeply from what is known 
locally as the gravy train. 
Straightening out those 
perceptions will, if anything, 
become more difficult after 
Mr Mandela. 

But in his mare than three 
years in power, Mr Mandela 
has not sacked a single 
minister for incompetence, 
or simply being unsuited to 
the job. a remarkable record 
for a government which took 
power with virtually no 
administrative experience. 
Mr Mbeki, by contrast, could 
be less loyal and choose to 
offer more purposeful, 
focused government, with 
clear priorities and a 
determination to achieve 
them within a set timetable. 
Those qualities are at an 
even greater premium today, 
and if delivered would help 
substantially to cushion the 
impact of Mr Mandela’s 
departure from the political 
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FUNDAMENTAL ROLE EDUCATION WILL PLAY IN 


SHAPING A BRIGHT FUTURE FOR OUR COUNTRY 


AND IT’S PEOPLE. WHICH IS WHY WE'VE 


COMMITTED OURSELVES TO DOING WHATEVER 


WE CAN TO SUPPORT BOTH FORMAL AND 


INFORMAL EDUCATION PROJECTS OF ALL KINDS. 


SO BESIDES BEING INVOLVED IN A NUMBER OF ADULT EDUCATION 


PROGRAMMES, IN 1997, WE’LL ALSO BE BUILDING 


A FULLY EQUIPPED, STATE-OF-THE-ART 


SCHOOL FOR THE CHILDREN 


OF OUR COUNTRY. AND 


THAT'S JUST FOR 


STARTERS. 
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2 SOUTH AFRICA 


THE ECONOMY • by Roger Matthews in Johannesburg 


Pretoria gears up to create jobs 


The plight of the 
unemployed is at 
the heart of 
economic policy 
and stability 

Debate over economic policy 
in South Africa has in the 
past three years fallen vic- 
tim to fashion. Initially, 
labour policy was all the 
rage, the result of the close 
relationship between govera- 
mentand the trade unions. 
This, however, was later per- 
ceived to carry the risk of 
the economy becoming 
trapped in a straitjacket of 
relatively high wages, low 
productivity, little flexibility 
and centralised bargaining. 

Advocates within the ANC 
of a reduced state role in 
economic management th en 
took up the running, attack- 
ing the government for its 
adoption of Rosa (the gov- 
ernment acronym for the 
‘'restructuring of state 
assets”) which was seen as a 
poor substitute for dicing off 
chunks of the flabby public 
sector and offering the 
leaner bits for privatisation. 

Next, the government 
came under sustained pres- 
sure to drop everything and 
remove all remaining foreign 
exchange controls. Chris 
Stals, long-serving governor 
of the Reserve Bank, refU&ed 
to co nt e m plate a “big bang”, 
and stuck to his preferred 
policy of gradual liberalisa- 
tion. He has since been crit- 
icised for bis conservatism, 
and refusal to slip into more 
casual monetarist garb. 

Much of the suggested tail- 
oring of government and 
central bank attire was rec- 
ommended by representa- 
tives of South Africa’s big- 
gest companies, people who, 
according to the African 
National Congress, were 
themselves “strangling eco- 
nomic growth and blocking 
foreign investment”. But 
despite the ANC*s professed 
desire to smash the domi- 
nance of the big conglomer- 
ates. nothing farther has 
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Squatter camp: tfie country's poStfcal stabffity may depend on the i 
to create Jobs for 30 per cent of the workforce now unempkiyBd p 


been heard about new legis- 
lation on competition policy 
for some time. Equally, 
those who reflect the think- 
ing of the nation’s re* pfafrx 
of industry appear also to 
have adopted a less combat- 
ive style. 

This may be good news all 
round, but especially for the 
unemployed, the biggest, 
least vocal and most unfash- 
ionable lobby in South 
Africa, whose plight is at the 
heart of economic policy and 
perhaps the country's politi- 
cal stability. The govern- 
ment is not alone in not 
knowing where this mass of 
people, which probably rep- 
resents 30 per cent of the 
workforce, fits in to an over- 
all policy approach largely 
dictated by the imperatives 
of global competitiveness. 

Despite the sniping, the 
government has done, or is 
committed to doing, much of 
what has been demanded. 
Policy may sometimes lack 
conviction, but even the gov- 
ernment’s sharpest critics 
acknowledge it has shed an 
important part of the ideo- 
logical clothing with which 
it approached economic 
issues eight years ago. Its 
growth, employment and 
redistribution strategy 


(known as Gear and intro- 
duced in June last year) is 
accepted by the World Bank 
and IMF as a model of eco- 
nomic orthodoxy with its 
emphasis on reducing the 
budget deficit, capping infla- 
tion. removing trade barriers 
and improving competitive- 
•ness. 

Many of Gear’s goals are 
certain not to be met within 
the intended time scale. It 
aims /hr growth next year of 
3.8 per cent (almost double 
this year's likely outcome) 
rising to 4A pear cent in 1999 
and more than 6 per cent in 
2000. The real bank rate is 
forecast to drop from 7 per 
cent last year to 3 per cent 
in 2000, and the budget defi- 
cit as a percentage of gross 
domestic product to decline 
from 5.1 per emit to 3 per 
cent over the same period. 
Mast rhaiteng fn g of all. Gear 
is hoping for an annual 
acceleration in the rate of 
job creation with the goal of 
more than 400,000 new jobs 
In the final year of the mil- 
lennium. 

In a typically dry assess- 
ment, the IMF p nfc the chal- 
lenge into perspective. It 
said in its latest report 
unemployment rates were 
extremely high and would 


i of the gover nm ent s efforts 


continue to increase for 
some time, even on the basis 
of the enhanced policy 
framework presented in 
Gear, it 

The IMF also takes issue 
with the International 
Labour Organisation which 
has suggested that unem- 
ployment levels may be sig- 
nificantly below the esti- 
mates of 29JS per cent often 
used by ministers. "If any- 
thing \ these estimates could 
be too low,” says the IMF. 
This translates Into 3.4m- 
4.6m people, and includes 
areas of unemployment 
among Marks which reach 
over 50 per cent of the work- 
force, with the worst levels 
concentrated in provinces 
such as the Eastern Cape 
and Northern Province. 
Whites with few skills, who 
were protected by apartheid 
from black co m petition, are 
also feeling the squeeze and 
the increasing number of 
whites begging on the 
streets of Johannesburg 
bears testament to this. 

The government's 
dil emma is acute. It is bound 
to continue with the tradi- 
tional medicine prescribed to 
an economy with South 
Africa's inherited weak- 
nesses. Inflati on is HOW com- 



FORBES RANKS AMONG THE WORLD’S 
TOP 10 IN REVENUE TERMS 


Paid Helnamann, Deputy Chairman and Chief Executive of Forbes Group, speaks to 
John Spira, Business Editor of South Africa’s Sunday Independent newspaper. 


Spin: What Is Forbes’s current business profile? 

Helnamann: We’re a leading Independent professional services organisation ranking among the woritfS top 10 international comparable organisations In revenue terms. Our 
activities are conducted directly and indirectly through the group's subsidiaries and associated companies. Our spheres of operation include risk engineering and risk finance 
consulting, employee benefits and actuarial consulting, insurance, reinsurance and wholesale broking, niche u nd e rw riti ng and rotated products aid services. 

Fortes now has over 4,000 employees and provides services and technical and administration capaix'Hws to major corporations, small and medum-steod businesses and 
IntSvidual dtants, bath locally and internationally. 

Our shares were listed on the Johannesburg Stock Exchange on 4 November 1996. 

Spira: Which are the group’s main subsidiaries and associated companies? 

Helnamann: We own 100 percent of Forbes Financial Services Group, which incorporates Alexander Forbes, Price Forbes and Forbes Re; 100 percent of Integrated Risk 
Consultants, which has a 45 percent stake in Guardrisk Insurance Company; 63,6 percent of PF Administrators, which has a 30 percent stake in Medscheme Holdings, South 
Africa’s largest health care administrator 49,99 percent of Mseta Kosfcen Group: and 100 percent of London-based Insurance brokerage Nelson Hurst 
Robert Gordon Group is an associated company located in Jersey txrt with subsxSary companies registered and operating elsewhere In the world. 

Spira: What were the highlights of the financial year to March 1997, the first since Forbes became a listed entity? 

Helnamann: WS had an exce&ent year, with revenue up 19,9 percent to R624.1 m®on and earnings per share on a weighted avarage basis up by 25,2 percent Attributable profit 
overall grew by a highly satisfactory 34,6 percent For the second year in a row we grew our revenue by more than R1Q0 rriHon. 

Both Alexander Forbes and Price Forbes were ranked first in South Africa on expertise and service in surveys conducted by Professional Marketing Review magazine. In a survey 
amongst South African stockbroker the magazine rated Forbes as one of the top 10 JSE Istings during the past three years. 

Forbes's ranking by the authoritative American publication. Business Insurance, was Increased to 15th In the world in revenue terms, with our group achieving the highest revenue 
growth amongst all participants in the top 20. The Nelson Hurst takeover ifte us into the top 10. 

Spira: Which parts of the group were principally responsible for the Improved performance? 

Hetnamsm: Alexander Forbes has an excellent year. The demand tor Its employee benefits consultancy and administration services w III continue with changes In the retirement 
and health cSspensations, now the subject of consultation between stakeholders. Relaxation of exchange control on portfoio investments should also provide opportunities for 
adcfitiorral services. 

The demand for risk engineering and risk financing services has also been positive, particularly with the need for clients to comply with stricter fagfeferffon and international standards 
and to manage their total risk exposures. These services complement the insurance broking services of Price Forbes, which traded well in a c om p etitive market and continues to 
invest In addtional niche services. 

Spira: And the outlook for the 1998 financial year? 

Helnamann: 1 would expect continued real earnings per share growth. 

Spire: What were the principal objectives of the stock exchange listing and to what extent have they been reaHsed? 

Helnamann: An Important aim was to develop Forbes* investor profile, thereby ajforcfing new shareholders and employees an opportunity to invest directly in Forbes. We wanted 
to estabish an independent business with Its own profile and objectives, raise additional capital for expansion locally and offshore in the short term, and facilitate long term 
expansion. 

I am pleased to say we have already travelled a long way down this road- Most conspicuous of our recent Initiatives Is the increase of our former 9,94 percent interest In Nelson 
Huret to 10 G percent via a successful takeover bid at 185p per share. 

A unique captive Insurance vehfcte, Euroguard, domtafled in Gibraltar, was estabfished in cotaborabon with leading multinational Insurance organisation. Various alliances have 
been eeabOshed to develop opportunities In Africa and the IncSan Ocean Rim. 

Spira: What has Forbes been doing on the black economic empowerment and social responsibility fronts? 

H e tnamaim: Our Internal and community-driven empowerment Wtiativea have been expanded in that suitable newcomers to insurance ( some after voluntary training through 
price Forbes's Saturday School) and employees of emerging black brokers with whom we are associated are Inducted In our full-time in-house Sukuma College, meaning To Bft 
yourself up*. Tfrs training and that provided by Alexander Forbes's In-house programmes are supported by wUhe-job framing, mentorship programmes and support for further 
study. 

The group also supfxxts industry infflalivea such as sponsorshfp of insurance and risk management courees al tertiary institutions and through the Insurance Institute of Southern 
Africa. In addrtfon, experienced employees serve to various capacities on other industry bodies auth as the Institute of Lite and Pension Advisers end the African Insuranoe 
Organisation. 

Our participation at both community and poficy-mateng levels on Issues such as water resources, environmental position and AIDS management supports the very significant 
eontttution made since the early 1980s by Alexander Forbes In negotiated benefft programmes, as well as trustee training and communication with members. 

Mselfl Hosken insurance Brokers, the largest black-controfled broker ta South Africa, Is managed by Price Forbes and enjoys access to our grotto's risk management and spedafct 
sxpertJsa Its contribution has Increased dgrificantiy, as has that Of Msele Hosken Bnployee Benefits, which presently focuses mainly on the health care market 
Mseta Hosken la an Important contributor to black economic empowerment through 3s capacity butkfing and through increased cfcridends to Msale Financial HokSngs and Its parent, 
Thebe Investment Corporation. _ 

We see these as frrportarrt corrtrSutfcns In meeting toe objectives of the Reconstruction and Development Programme and ensuring private sector participation In a changing 
South Africa. 

Spira: hi spite of the group's growing foterrarffona/ exposure, Forbes’s future prosperity Is dearly dependent on a healthy outlook for die South 
African economy. How do you view those prospects? 

.... Ae South Africa’s leading provider of risk and benefit-related services. Forbes wetaomas government Initiatives to promote economic growth and job creation by 

mmnnnnii- " , rwnniv hdlrfnn and mwM. 


labour aitobustoas need to cooperate to seek underatandng of. and effective solutions 
These concerns Include job security, labour market flexibility, the skflb base, currency and .merest rares, as well as the causes and 


wKch Forbes is wefl prepared. 
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fortably below double fig- 
ures but monetary policy 
will only be relaxed as the 
excessively hi gh dema n d for 
credit eases. 

Trevor the minis- 

ter of finance, has pinned bis 
political credibility to the 
flag of budget defi- 

cits, and says be is an target 
to deliver a farther decline 
to 4 per cent of gross domes- 
tic product by next March- 
Tariff protection for local 
Industries most continue to 
be lowered in line with 
South Africa's international 
c ommi tments and those of 
its immediate trading part- 
ners within, the Southern 
African Development Com- 
munity. But none of those 
policy commitments offers 
much hope to the unem- 
ployed, especially in the 
short term. 

There is another nasty 
twist to the tale. Whole the 
third world part of the econ- 
omy has yet to begin creat- 
ing jobs in sufficient nurh- 
bars to absorb new entrants 
to the mar ket, the first-world 
part is shedding staff at an 
alarming rate. “Total formal 
sector employment outside 
agriculture increased only 
once during the past seven 
years, when the average 
level of employment rose 
marginally in 1995,” says the 
Reserve Bank. 

During that same period 
nearly 400,000 jobs were lost 
in the formal sector, repre- 
senting a drop of nearly 7 
per cent. Mining , construc- 
tion and manufacturing 
have been overwhelmingly 
responsible for the losses. 
The trend is craitinning this 
year with additional losses 
in manufacturing, and fn 
mining which is expected to 
be further hit by the sharply 
lower gold price. By contrast 
the public sector is still gain- 
ing numbers, absorbing an 
additional 110^00 employees 
in the 1989-96 period. The 
me area where the govern- 
ment's economic strategy is 
ah ead of tar g e t is job cre- 
ation in the public sector, 
where in 1996 total numbers 



rose by 2~per cent compared 
with the target of X.4 per 
cent 

One of the Several dangers 
in these overall ' employment 
trends is that the working 
elite of South Africa, whose 
wages have continued to out- 
pace inflation, will leave 
their jobless brothers and 
sisters yet farther behind. 
New legislation implemented 
last year Iras, contributed to 
the steady reduction in days 
lost to strikes, but employers 
claim the new regulations 
■makes fham more wary of 


employing staff: This cau- 
tion may increase further if- 
.draft legislation* before 
lament strengthens basic , 
conditions for employees by- 
progressively reducing ''the 
working week, raising over- 
time payments, and provid-. 
ing a number of other -statu- - 
tory benefits. -• •- ■*>- ' -**•• 

Debate over the bill is 
likely to be stormy, as some 
proposals are • strongly 
opposed by both unions and 
employers. The tuning of the 
debate could also coincide 
with the government’s plan 


to hold a “jobs summit”. 

ofmori at asking experts from - 

, all Sectors to suggest the cor-. 

; rect mix' of policies which 
would deliver overall growth 
while creating employment. 
Until that formula is found, 

■ and South Africa is .by no 

■ means" alone in the . quasi, 
the spectre of jobless growth 
will bedevil the govern- 
ment’s efforts to persuade 
the ANC that it Is on the 
right economic track. As 
with most, fashions, what 
had fallen out of favour is 
once Ti gajyi proving popular; 
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FOREIGN INVESTMENT • by Bemarrj Simon in Johannesburg 


Newcomers rush r 
but tread carefully 


in 


The big deals that 
signal enthusiasm 
for South Africa 
have been few 
ancTfar betWeeii ‘ 

Ticking off the dozens 
even hundreds - of foreign 
companies that have estab- 
lished a presence in South 
Africa sinc e the end of sanc- 
tions is a less meaningful 
exer cise than assessing the 
depth of their c ouunthoenh 

“Buoyant but not boom- 
ing” is how BtismessMap, a 
Johannesburg consultancy, 
describes the investment 
pattern. Its latest investment 
report estimates foreign 
direct investment flows at 
about R27bn between mid- 
1994 and early 1997. !’ . 

But caution has' teen the 
watchword. The Busixiess- 
Map study also concludes 
“hew investment to. date has 
been disappointing”. It esti- 
mates entirely new inflows — 
as opposed to expansions of 
existing fadlitiee, reinvest- 
ment and intentions that 
have yet to materialise - at 
only 15 per cent of .total 
spending. 

Foreign interest in South 
Africa was bound to pick. up 
with the end of sanctions. 
Many of the “newcomers” 
are actually old investors re- 
establishing themselves in 
the country, often simply by 
buying back the stakes that 
they sold to local managers 
and institutions in the 1980s. 

Some investments - such 
as the appearance of 
McDonald’s golden arches 
and an array of deals involv- 
ing foreign hotel nhaftm and 
casino operators - are less a 
vote of confidence in the 
new South Africa than a 
rush to fill a gap in a long- 
neglected market. Many 
companies have trumpeted 
thei r . arrival- with «-• flashy 
pubfic.xelaffOTtsi blitz,' when, 
in reality their, .presence 
amounts to little 'mare than 
a small sales office to\ liaise 
with local distributors. 

The megadeals that signal 
real enthusiasm for South 
Africa have been few and far 
between*- Telekom iflftiay gfo 
and UShased SBC Gamma- 
ni cations ; earlier this year 
bought 30 per twit of Tel- 
kom. the local, telephone 
company. Dow Chemical 
paid R1.2bn for control of 
Sentrachem. one of the big- 
gest chemicals producers. 
Planned privatisations have 
attracted strong foreign 
interest, although the vast 
majority of sen-offs have yet 
to materialise. 

According to Business- 
Map, the bulk of direct 
investment has come from 
the US, Malaysia, the UK, 
Germany and Japan, in that 
order. Almost three-quarters 
of the total has been concen- 
trated in five sectors: tele- 
communications (22.2 per 
cent); energy (15.6 per cent y, 
automotive (14.4 per cent); 

t 


food and beverages (13 per 
cent); and leisure and tour- 
ism (6B per cent). 

In each case, the figures 
includ e a handful of unusu- 
ally large deals; spri h as the 
"R5.3bn investment in' Tel- 
kom, and the Rl.9bn pur- 
chase by . .. Malaysia’s 
Petijonas of a 30 per cent 
stakpin Eogeo, an oil refiner 
| and .distributor. Cite figures 
were compiled before the 
Dow/Sentrachem deal.) . . 

Foreign investors have 
also pnt sizeable amounts 
intq South African equity 
and debt markets/ Mike 
Brown,- chief, economist' at 
Society G4n6rale Trsinkel 
Poliak in Johannesburg, 
says that after a hiccup in 
November 1996, “there’s 
been persistent foreign buy- 
ing this year’’. \ * ' 
According to the. Johan- 
nesburg Stock Exchange, net 
non-resident share pur- 
chases up to mid-September 
1997 climbed to Riq,3bn, 
from R59bn a year qaiiler. 
Foreign, residents’ share of 
total purchases grew to i&2 
per* centfrom 73 per cent 
(The figures are not compre- 
hensive incindfng only non- 
resident deals executed 
through the JSE). Foreigners 
have also bought an esti- 
mated RitSm'af* South.' Afri- 
can bonds this year. 

European . and North 
American financial institu- 
tions have : snapped up 
stakes in most of jJofemnies* 
burg’s biggest .securities 
dealers. 

The government .genially 
welcomes foreign jhyest- 
tuent, and operating. condi- 
tions are in. some .ways 
easier than during the apart- 
heid era. Employment and 
trading practices a^e unde- 
less scrutiny from abroad. 
Many foreign investors' have 

begun using South Africa as 

a springboard to other parts" 
of the Buteeontin«=mt- u . t«t , 
holidays: 
available for hew- 

rei nforce d by. development 
programmes ■ and " deregii- T 
lotion, have opened new 
business opportunities. Thad 

sidiary of Cargill, the US 8 
food conglomerate, says “one 
of the primary reasons ,we 
came back was ' liberalisa- 
tion’’, in this case the dwnfgg 
of the control jtwards which 
previously had a strangle- . 
hold on marketing such 
products as maize, wheat, 
deciduous fruit and off 
seeds. 

A growing number of for- 
eign companies se eking g^. 
eminent and local authority 
contracts find it advanta- 
geous to team up with 

®lsck empowerment’’ 

STOups, including the -prolif- 
erating investment funds 
TfrU by inedoininantly black 

trade unions. ; Far instance, 
a* the consortia vying- 
new casino licences com- 


bine a well-established VS or 
European casino operator 
with a local black company. 
A new government procure- 
ment policy, outlined earlier 
..this year, aims to encourage 
'small' - and especially black- 

- businesses, labour-inten- 
sive methods of production, 
and the participation of local - 
.communities in new pro- 
jects. ... 

. . These attractions have not 
been sufficient, however, to 
overcome the significant 
costs and risks of investing 
in South Africa. 

Crime - of both the vio- 
lent and white-collar variety 

- has become a serious 
deterrent to foreign busi- 
ness. Many expatriate execu- 
tives and their famine find 
it, difficult to settle into a 
society where electronic gate 
openers, complicated car 
locks, electrified fences and 
constant watchfulness are 
an unavoidable part of 
..everyday life. 

. Bus in ess must also con- 
tend .with a disturbing level ' 
of fraud and co rr upti on. The 
customs and excise depart- 
ment and the police are 
often, singled out as two of 
fhe yorst culprits, but tax 
evasion, kinkhnoVo and other 
un e thical or illegal practices - 
are also pervasive in the- pri- 
vate sector. 

. Productivity of both 
labour and capital is annthfr 
concern. A World Economic 
.Forum survey of interna- 
tional managers earlier tiffs 
year gave- South Afr ica sec- 
qnd worst marks out of 
labour markets in 53 coun- 
tries. The complaints range 
from militant trade unions 
.to confrontational manage- 
ment,, and a severe shortage 
of skills,' especially of ccute 
iPixter experts and. engineers 
(many of whom have end- \ 
grated). ■ 

Some foreign investors - 
irave been . frustrated by the 
^ninanice -of. a handfol of - 
local companies - across: a 
•ijJde specdxam of.the Sotttii 

'“Olfofoy, - mani - 
rested in an Intricate web of • ■ 
crMa-shaureholdings .- and 
“^ctorships, and a clannish . 
"toner circle” of business 
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are- iegibh of, 
Potential acquisitions ’that 
have bean thwarted by kxal . 
co mpet itors, suppliers or 
Otetomers.-A 

haul of the Competition Act 
will. come hot a moment, too 
soon for many, existing' tmd 
prospectiye foreign inves- 
tors:- j -.' . 

The investment climate' 
over the next few years will 
be_ influenced to a large 
e * ten *' by fife government's - 
Ito^resshi moving ahead on 
the abolition of currency 
controls, privatisation ‘ana- 
The. .fact is. 
bowever.that some ■ of ihves- 
iora^biggest . ccmcerra* such 
*s .crime and a pooriy-edU- 
wted workforce, are Uk&y to' 
take many years toT oveK 
come. . .’."'■T:'.’.".' t --- 
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BB MWng oecror accounted tor 8 per 

■ : - cent of »IP In 1996. Gold accounted 
.. tor 21 per com of total 1996 exports. 
. South Africa la a ma)or exporter of 
lion, granite, asbestos, manganese, 
chrome and titanium ora and cod. 
exchange earnings from 
551* mineral exports ware worth R44.0bn 
® s ®“ in 1996. Coe! exports In 1B96 were 

— worth R7393ba 


EXPORT EARNINGS 
1995 ■■■■■■■ 


CONTRIBUTION TO GOP 
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_ The sector Is NgWy diversified and a 
' wfcto variety of food crops are 
successfully grown. Main crops 
include maize, sugar, citrus and 
deciduous fruits, (rapes, sorghum 
and groundnuts. Livestock farming 
slaci Important. Wool exports ere also 
earning valuable foreign exchange, 
R762.l09m (JUy 1996 - June 1097) 


In 1 996 the Industrial sector as 0 
- : whole contributed 21 .7 per cent to 

GNP and employed 27.4 per cem d( 
__ the workforce, 

Binau; Nadcer : Chamber ol Mhea; Standard Berth 


BLACK BUSINESS • by Mark Ashurst in Johannesburg 

Reality dampens 
celebrations 


The legacy of a country coincided with the 
cm-ioc rtf onin advent of democracy. 

SeneS or epic Under the slogan “the 

deals a year ago is ciloice ®f a new generation", 

a champnpH cpnco *** hrand made significant 
d Miaipenea sense gains in the predominantly 

of risk black consumer market. 


A year ago, black business 
groups were celebrating 
what appeared to be a quan- 
tum leap in their bid for a 
bigger share of economic 
power. The two largest 
transfers of white-owned 
assets to blacks were under 
way, and their companies 
were building a formidable 
record on the Johannesburg 
Stock Exchange. 

Led by Cyril Ramaphosa. 
the former secretary-general 
of the African National Con- 
gress, a broad-baked consor- 
tium of business and .trade 
onion groupings had 
acquired Anglo American's 
controlling stake in Johnnies 
Industrial Consortium, the 
diversified bolding company 
with interests spanning beer, 
property and newspapers. 
Negotiations leading to the 
birth of South Africa’s first 
black-controlled mining 
bouse, JCI. were days away 
from completion. 

A year later, the legacy of 
those epic deals is a sharp- 
ened sense of risk among the 
new participants in the 
country's unfolding eco- 
nomic drama. Lower import 
tariffs and rising interna- 
tional competition In many 
sectors have triggered a 
creeping liberalisation of the 
tightly-controlled economy. 
In the process, a number of 
black businesses have dis- 
covered that they, too, can 
be the casualties of change. 

The most spectacular fail- 
ure has been New Age Bev- 
erages, the black-controlled 
producer and distributor of 
Pepsi and other soft drinks. 
Launched amid a fanfare of 
publicity in 1995, NAB 
absorbed more than R800m 
in less than two years before 
it went into liquidation in 
May this year. 

A joint venture between 
black trade unions, Pepsi 
International, and a US con- 
sortium that included an 
array of black American 
celebrities, NAB advertised 
Pqpsi as a politically correct 
cola. In contrast to Coca- 
Cola, which frnrt maintained 
its presence in South Africa : 
throughout the apartheid 1 
era, Pepsi's return to the . 


black consumer market. 

When the mmpany wunhi. 

i ally collapsed, its young 
; management team blamed 
its defeat on a shortage of 
capital and the entrenched 
■ position of its larger rival. 
Amalgamated Beverage 
Industries, the largest dis- 
tributor of Coca-Cola, 
reacted to competition by 
barring Pepsi from Coke- 
branded refrigerators and 
announced a Rlbn invest- 
ment to improve distribu- 
tion. 

For all that, subsequent 
attempts to sell the Pepsi 
franchise to new buyers 
have revealed that weak 
management and poor con- 
trol of cash flow may have 
been among the reasons for 
NAB’s demise. “Yon have to 
get something very wrong to 
blow R800m in that space of 
time,” says one financier 
involved in the liquidation. 

Next to Pepsi, the most 
ill-fated of the recent black 
empowerment ventures has 
been the sale of JCI, the 
world's sixth largest gold 
producer. Acquired in 
November for R54.50 per 
share by a consortium led by 
Mzi Khumalo, JCI has-been 
hit thiq year by the slump in 
bullion prices and a swift 
fall in the Johannesburg 
gold index. 

The stock is trading at 
about R27 per share, a level 
which has precluded other 
members of Mr Khumalo’s 
consortium from ta ki ng up 
more than a token stake. 
One of these was Reuel 
Khoza, chairman of Coordi- 
nated Network Investments. 
"Nobody at that time could 
have seen what was going to 
eventuate. In the short to 
medium term it’s near disas- 
trous he says. 

Mr Khumalo’ s efforts to 
salvage his investment are 
likely to hasten a further 
spate of consolidation in the 
African mining industry, 
where the ferment of corpo- 
rate level merger and take- 
over talks offers new oppor- 
tunities to advance black 
business interests. Of these, ; 
perhaps the most significant 1 
is the march on Gold Fields < 
of South Africa by New 1 
Africa Investments, the 1 


> country's largest black- 
owned company of which Mr 
■ Ramaphosa is deputy -chair- 
, man, 

Mr Ramaphosa's bid for 
r joint control of the world's 
third largest gold producer 
was scuppered earlier this 
[ month by a rival offer from 
Gencor which will merge 
' with Gold Fields next year. 
The process will unwind 
Gold Fields's complicated 
ownership structure, creat- 
ing a new opportunity for 
New Africa to acquire 5-10 
per cent, of the merged com- 
pany. 

How New Africa will 
finance this stake, valued at 
about RL7bn, in the wake of 
the debacle at JCI remains 
unclear. The Johannesburg 
market has lost its appetite 
for megadeals, although New, 
Africa's control of Metropoli- 
tan Life, the life assurer 
which dominates the black 
consumer market, may help 
to soothe nerves. 

With the exception of Jd, 
black -control! ed companies 
have comfortably outper- 
formed the overall index of 
the Johannesburg Stock 
Exchange. Known among 
brokers as black chips, these 
companies make up 2.75 per 
cent of the market capitalis- 
ation of the JSE. 

This percentage will be 
swollen by the stock market 
listing of Old Mutual, the 
country's biggest life assurer 
and equity Investor, which 
intends to convert to a listed 
company . within two years. 
The size of the new company 
is expected to rival South 
African Breweries, the third 
largest company on the 
Johannesburg Stock 
Exchange with a market 
value of almost R50bn. 

Old Mutual estimates that 
about 50 per cent of new 
members who have bought 
policies in the last' three 
years are black, while 
employee pension funds 
administered on behalf of 
black workers and trade 
unions are a substantial 
minority of established busi- 
ness. Mike Levett, chairman 
of Old Mutual, describes the 
demutualisation as "a mas- 
sive empowerment exercise" 
for all shareholders. In an 
economy obsessed by the 
pace of black economic 
empowerment, it is likely to 
create more black sharehold- 
ers than any acquisition yet 
by black entrepreneurs. 


With the compliments of S-A/s Major National Corporate Attorneys 
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Reuel Khoza 


Entrepreneur wears many hats 


The JCI debacle 
was ‘tantamount 
to a sparrow 
trying to lay an 
ostrich egg’ 

Like many of South Africa's 
emerging black entrepre- 
neurs, Reuel Khoza weans 
many hats. He is chair man 
of Eskom. the national util- 
ity which supplies more 
than 50 per cent of Africa's 
electricity, founder of Coor- 
dinated Network Invest- 
ments, an unlisted invest- 
ment company, a consultant 
specialising in change man- 
agement in the corporate 
sector, and one of the most 
prominent casualties of this 
year’s collapse in the Johan- 
nesburg gold index. 

CNI was one of eight 
members of the consortium 
which acquired Anglo 
American’s controlling 
stake in JCI, the mining 
house sold in November to 
the African Mining Group. 
Today he describes that bid 
as "tantamount to a spar- 
row trying to lay an ostrich 
egg”. Henceforth, he will 
"focus on biteable chunks 
that we can chew (and) cre- 
ate in our own image". 

His ambitions at JCI were 
scuppered by the swiff fall 
in JCTs share price in the 
aftermath of the deal, which 
Mzi Khumalo, JCTs new 
chairman, eventually 
funded with only token 
Involvement by other mem- 
bers of the consortium. 
Although CNI did not miss 
out on JCI altogether, Mr 
Khoza ‘s group emerged 
holding less than 2 per cent 
In JCI and a seemingly 


worthless option to pur- 
chase a further 43 per cent 
before April 1998 at R5430 
per shar e - more than dou- 
ble the current market 
price. 

He remains infuriated by 
the transaction which he 
believes foiled to promote 
black economic 
empowerment and cost 
Anglo a “very important 
opportunity to demonstrate 
magnanimity". Although he 
still hopes “to transact with 
Anglo in this lifetime”, his 
frustration may explain why 
he is one of very few black 
business people prepared to 
speak candidly about the 
most sensitive aspects of 
black empowerment 

In recent months, he has 
been staunchly critical of 
black and white interests in 
South Africa's short history 
of asset transfers to blacks. 
He is simultaneously 
dismissive of the culture of 
entitlement that pervades 
much of the debate among 
aspirant entrepreneurs, and 
disillusioned by what he 
perceives as a fragile 
commitment to conclude 
meaningful deals on the 
part of many white-owned 
companies. 

“Questionable 
expectations and flawed 
arguments have led us from 
a position where we all 
understand blackness to be 
a necessary condition for 
the economic 

transformation to a position 
where we now seem to 
believe blackness to be a 
sufficient condition for 
economic transformation," 
he said In a recent speech to 
black business people. 

“We allow any self-serving 



Reuel Khoza: speaks candidly 
about black empowerment 

corporation to dangle a 
seemingly tasty morsel of 
corporate equity and to 
encourage us to fight among 
ourselves for the privilege of 
doing business with them, 
or compel us to enter into 
unwieldy consortia that are 
not coherent, cogent or 
stable. We let others palm 
off their tired, wasting 
assets to us.” 

In stark contrast to some 
of the most prominent black 
businessmen who cut their 
teeth in the liberation 
movements and have made 
quick fortunes by moving 
into business. Mr Khoza has 
spent his working life in the 
corporate sector. ‘7 don't 
want to pretend 1 represent 
the so-called greater good," 
he says. "I grafted for 22 
years working for major 
corporations in junior 
management, and 1 am not a 


millionaire yet” 

After 11 years advising its 
middle and top management 
at Eskom. the state-owned 
electricity utility, he was a 
logical candidate to take 
over as chair ma n in March 
this year. Apart from two 
years as a psychology 
lecturer at the University of 
the North, the 47-year -old 
management consultant has 
Spent most of his career in 
the marketing and 
personnel departments of 
white-owned companies. 
“Ten years ago it was quite 
an achievement for a black 
person to be a personnel 
officer," he recalls. “They 
wouldn't even call us 
managers." 

Much of his work then 
involved trade unions, many 
of which are emerging as a 
significant force in the 
investment Industry 
through their control of 
workers' pension funds. The 
possible contradiction 
between t.hn unions' 
traditional role on the shop 
floor and their new role as 
investors Is highlighted by 
their resistance to the 
government's tight 
monetary and fiscal targets. 
Mr Khoza is not deterred by 
the tensions. “I made it my 
business to visit the unions 
individually and what they 
seemed to object to is not an 
issue of substance, but the 
fact of not being consulted 
over economic policy," he 
says. 

Commenting on a strike 
last month at South African 
Breweries by members of 
the Food and Allied 
Workers' Union, which 
indirectly owns a stake in 
the company, he argues the 


unions' pay claim should be 
assessed purely on its 
merits. “I see no reason why 
unions shouldn't be 
self-criticaL You have 
tensions wi thin the Roman 
Catholic church, but we all 
want to go to heaven." 

A more salient issue for 
him is the material 
contribution investors make 
to the management of their 
assets, a factor which will 
influence the financial 
terms available to black 
businesses seeking credit 
from Institutions. “If you 
can bring intellectual 
capital, you ran arrgga other 
peoples' money." 

Within CNI’s fledgling 
empire of nine investments, 
he cites Tolcon, a 
construction company, as 
an example. Tolcon was 
granted tenders to work on 
the Maputo corridor 
infrastructural development 
only after admitting black 
shareholders, he says. “We 
are not absentee investors. 
We m anage the investments 
jointly and we open doors 
where they were slammed 
in the past” 

The alternative in many 
instances has been for black 
companies to rely on 
pyramid structures and 
□on- voting shares which 
enable them to control 
assets In which they own 
only a modicum of capital. 
Such arrangements, says Mr 
Khoza. have encouraged the 
proliferation of "fancy 
ownership and financing 
structures and courtesans 
who make the critical 
decisions behind the 
scenes". 

Mark Ashurst 


■wm 

,,H 'W O 

- ."Wl-. • - V. 


HAjj-i'; :.v h . 

V ** , * * ’ J k ^ 



- 


i-ri W v ' 




I ■ 

1 


W «** f .-Vi -iJm * . '• 

\- " C -& ii ' 

I V ' M ’* *? t . v**r*'V: ’ X •'Ij-M si- 


r-v : . ^ T 

tel aiiaiiiiii® 





NAME: 

POSTAL ADDRESS: 


CORPORATION: 


We are sub-Saharan Africa 
banking specialists focusing on 
corporate and project finance 
advisory services and the 
procurement of debt and equity 
funding to support your investment 
plans. We provide a full spectrum 
of treasury, trade finance, metals 
and risk management services. 

As the International arm of 
the Standard Bank Group of 
South Africa, few can match our 


An eye 
to Africa. 
A vision 
world-wide 


understanding of the changing 
African markets and the oppor- 
tunities they offer. 

We are in London, New York, 
Hong Kong, Jersey and the Isle 
of Man. 

If you're talking business in 
or out of Africa, talk to us first. 
Talk to Alan Jacobson 
on +(44 171) 815 3082 
or Simon Morgan 
on +(44 171)8154107 


CODE: 


FAX NO: 

Partners: 51 
Professional Staff: 130 


DENEYS REITZ 

ATTORNEYS 


Offices: Jobanaesbtug - Tel: (271 1) 833 5600, Suufaon - Tefc (271 1) 783 8875, 
Durban -Td; (2731) 301 8361, and Cape Tim- Tel: (2721) 418 6800. 


LONDON: 

Standaiti Bank 
London Umtted 
Tel: (44 171] 615 3000 
Fox: (44 171} 815 3099 


NEW YORK: 

Standard 
NawYork, Inc 
TbL- (1 212) 407 5000 
Fax: (1 212) 407 5025 


Standard .Bank 
London 


A member of tne Standard Bank Group of Soutti Africa 


HONGKONG: 
Standard London 

(Asia) Limited 
Tet; (862)28227888 
Fax: (852) £822 7990 


JOHANNESBURG: 
Standard Corporate 
and Merchant Bank 
Tel: (27 11)638 2985 
Fax- (2711)6368117 
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PRIVATISATION* bv Bernard Simon in Johannesburg 


So 


Sell-offs at a snail’s-pace 


Hu 


Pretoria's 
leadership on 
privatisations has 
turned out to be 
less than decisive 


Thabo Mbeki, the 
deputy-president, raised high 
expectations in the business 
community in December 
1995 by throwing hfe weight 
behind a determined privati- 
sation initiative. Supporters 
of a smaller role fen- govern- 
ment in the economy were 
further cheered by last 
year’s growth employment 
and redistribution (Gear) 
strategy which pledged 
“decisive leadership” for a 
programme of “asset 
restructuring". 

However, Pretoria's leader- 
ship has turned oat to be 
less than decisive, and the 
disposal of state assets has 


so for proceeded at a snail’s 
pace. The emphasis in many 
cases has shifted hum out 
right privatisation to partial 
sales, and to outsourcing 
government operations to 
private contractors in the 
form of ‘‘public-private sec- 
tor partnerships”. 

The most successful - 
albeit tittle noticed - privati- 
sation has been the sale of 
several well-known radio 
stations formerly operated 
by the South African Broad- 
casting Corporation, with 
total proceeds of about 
ftSQOm. The sales followed a 
transparent and competitive 
bi dding process overseen by 
the Independent Broadcast- 
ing Authority, an autono- 
mous body that regulates TV 
and radio, hi spite of being 
racked by internal disputes, 
the 1BA is now in the pro- 
cess of assessing bids for a 
national commercial TV net- 


work to compete against the 
SABC. 

The only other outright 
privatisation completed by 
early October 1967 was the 
R60m sale of Sun Air, a 
small airline, to various 
investors, including Retha- 
Mie, a blade empowerment 
group, and Comair, one of 
Sun Air’s rivals. The govern- 
ment has also raised R5.3bn 
from the sale of 30 per cent 
of Telkom, the national tele- 
phone company, to Telekom 
Malaysia and SBC, the US 
regional trity rnrm i nrn rat ions 
group. 

Other privatisation candi- 
dates include South. African 
Airways. Safari (forest man- 
agement), FX (parcels deliv- 
ery), Aventura (holiday 
resorts). Alexkor (a diamond 
mine in the northern Cape), 
and the Airports Company, 
which operates the country's 
main airports. 


Numerous foreign Inves- 
tors have lined up for a 
.stake in these businesses. 
But the process of selling 
them has proved to be more 
drawn out and hesitant than 
Mr Mbeki appeared to prom- 
ise in 1995. The government 
now appears nervous of 
relinquishing control of 
some of the privatisation 
candidates. Outside share- 
holders are likely to be 
offered, at least Initially, no 
more than 49 per cent of 
SAA or the Airports Co. 

of thg blame for tha 
alow progress has been laid 
at the door of Stella Sigcau, 
the public enterprises minis- 
ter, who is responsible for 
moving the process along. 
Ms Sigcau has lacked the 
political clout to take on 
some of her cabinet col- 
leagues directly responsible 
for enterprises slated for pri- 
vatisation. Her gmfl’n office 


Fleming Martin 


International stockbroker in 
southern African securities 
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TRANSNET - AN INVESTMENT OPPORTUNITY IN SOUTH AFRICA 


T ransact Limited is one of the world's largest 
transport conglomerates. As such, it plays a 
vital role in the economy of South Africa. It 
is a thriving multi-modal transport company built 
on the principles of excellence. Transnet is worth 
R40 925 milli on (£5701 million) in total operating 
assets and it has a workforce of 110 358 employees. 


The capital intensive nature of the business 
Transnet operates, as well as sheer size of the 
operation, necessitate a sophisticated approach to 
the financing of the business. This function is 
executed by a centralised Treasury division with the 
mandate to raise funds in both the domestic and 
international financial markets. 
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Transnet Domestic Rand Denominated Bonds 


Transnet’s borrowing rationale is centred around 
upgrading and expanding of its infrastructure and 
asset base. It does this with due regard to the 
returns which can be generated from its 
investments, as well as the economic consequences 
for both Transnet and South Africa. In managing 
the financial risks of Transnet, one of the functions 
of the Treasury division is to ensure that the 
maturity of fixed assets and related Liabilities 
closely coincide. As such, the Treasury division is 
tasked with maintaining a wide spectrum of 
funding instruments suitable to service the needs of 
the operating divisions and subsidiaries of Transnet 
and, therefore, the need for new bonds Co be issued 
arises from time to time. 


7016 15 Feb 1999 11.5% ZA7016= 4125 


T001 01 Apr 2002 12£% ZAT001= 2720 


7004 01 Apr 2008 7.5% ZAT004= 4697 


7011 01 Apr 2010 16.5% ZAT011= 8018 


With the South African Government as the sole 
shareholder; all Transnet bonds are unconditionally 
and irrevocably guaranteed by the Government as 
to the payment of interest and repayment of 
principal. 


Regarding dealing in Transnet bonds, two way 
prices may be obtained directly from the 
Transnet dealing room. Competitive trading 
spreads are available from odd lot denominations 
up to R100 million nominal per trade. In essence, 
an investment in Transnet will render just, if not 
excellent, value to any investment portfolio. 


Dealing room telephone nr. (2711) 488-7588/89 


For further information please contact ns at: 
TRANSNET TREASURY - B-3-12 
PO Box 32590 
2017 Braamfoatiein 
Sooth Africa 


Fax: +27 11 488-7504 
Email: dealers@transnet.co.za 
Internet: http://www.tneL.co.za 
Bloomberg Mail: Elmarie Thorn 


Address, 


Postal code 


{ Town/City_ 


Country. 


has increasingly come to 
resemble the doomed recon- 
struction and development 
programme (RDF) portfolio 
under Jay Naldoo, who now 
holds the broadcasting part- 
folio. 

In the absence of firm 
leadership from Ms Sigcau 
or Mr Mbeki, divisions 
within the ruling ANC have, 
exacerbated the gridlock. 
Tensions over the sale of 
SAA surfaced earlier this 
year between Mac Maharaj. 
the transport minister and a 
proponent of privatisation, 
and Sate Macozoma, manag- 
ing director of Transnet. the 
transport conglomerate 
whose subsidiaries include 
the airline and PX. 

Bnt other obstacles have 
also put the brakes on the 
sell-off. The government 
complicated the process 
early on by promising close 
consultations with the 
labour movement. The Con- 
I federation of South African 
Trade Unions (Cosatu) ini- 
I tiaUy took an uncomprising 
stand against privatisation, 
accusing the government of 
j "betrayal”. 

Cosatu has pushed for a 
bigger, not smaller, public 
1 sector to satisfy the coun- 
try’s huge social and eco- 
nomic needs. 

Some unions have recently 
adopted a more nuanced 
| approach as the realisation 
has grown that they risk 
being left on the sidpunaft as . 
the seQ-ofls cnntinrm- They 
have given their blessing to 
plans for Alexkor 1 s privatisa- 
tion, under which outside 
investors would acquire no 
more than a 50 per cent 
stake, with the remaining 
shares split between a local 
community trust (30 per 
cent) and employees (20 per 
cent). 

The unions are pressing 
for a similar deal in the Saf- 
ari privatisation, which has 
been held up by, among 
other things, local communi- 
ties’ V»ud claims against Saf- 
col-managed forests. 

With the brakes on privati- 
sation, budget pressures 
have encouraged politicians 
of all parties to take a close 
look at outsourcing and con- 
tracting-oat services to the 
private sector. 

Private capital and know- 
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Profits of privatisation candidate South African Airways are being hit by inienslfyiny competttton 


how is widely seen as a way 
of quickly expanding infra- 
structure, especially in rural 
areas. 

Nelspruit, in the eastern 
province of Mpumalanga, 
was due in mid-October to 
launch a pioneering private- 
public partnership with a 
decision on a 30-year deal to 
operate water and sewage 
plants in the area. 

Consortia headed by the 
UK's Bi water and France's 
Saur and Lyonnaise des 
Eaux were in the running. 
The winner will also take 
over metering, billing and 
revenue collection, but will 
be required to support black 
advancement by, for 
instance, using local contrac- 
tors and workers. The cen- 
tral government has also 
invited bids from private 
contractors to build and 
operate five maximum-secu- 
rity prisons. 

Outsourcing has so far 


generated less controversy 
than privatisation. Neverthe- 
less, questions have been 
raised whether some govern- 
ments, especially at the pro- 
vincial and local level, are 
able and/or willing to put in 
place a fair bidding process 
for contracts, and to exercise 
proper control over their 
implementation. 

<Sanfrte Mtembi-Mahanyele, 
the housing minister, is 
embroiled in allegations that 
a company controlled by a 
friend benefited improperly 
from home-building con- 
tracts in Mpumalanga. 

The delays a nd hesitation 
have proved costly. The 
financial condition of same 
privatisation candidates, 
notably SAA, FX and Safari, 
has deteriorated markedly in 
the past two years. SAA, 
which has long enjoyed a 
near-monopoly an domestic 
and international routes, ran 
up a loss of R323m in the 


year to March 31, partly as a 
result of intensifying compe- 
tition. 

Questions are now being 
raised whether, the. govern- 
m en t should shelve the sale 
of poor performers until they 
are restructured and 
restored to health. On the 
other hand, managers of. 
some' privatisation candi- 
dates have pointed to the 
risk of continuing to lose 
opportunities to the private 
sector while their companies 
remain paralysed by uncer- 
tainty over their fixture. 

On balance, chances are 
that the government will 
press -ahead with a number 
of outright and partial sell- 
offs over the next year, 
including SAA and SafcoL 
But the process is likely to 
remain hesitant until Mr 
Mbeki decides the time is 
opportune to throw his 
wholehearted support 
behind it. 


3 -’-~ ■■■■• •. 


Advice on project finance and 
privatisation in South Africa 
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JOHANNESBURG STOCK EXCHANGE * by Mark Ashurst 


OUTWARD INVESTMENT * by Mark Ashurst in Johannesburg 




Gold fades but Blue chips spread their wings 
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Most analysts 
predict a recovery 
In the traditional 
blue-chip 
companies 

Brokers on the 
Johannesburg Stock 
Exc h ang e are growing weary 
of predictions that a roaring 
bull market is just around 
the corner. The equity mar- 
ket is busier than ever 
before, and the excited mood 
on Wan Street helped push 
the local all-share inrfpy to 
record highs in August - but 
a . vital ingredient is •miggipg 
from this heady cocktail. 
Inte r est rates remain puni- 
tive. 

In an effort to curb credit 
growth and to defend the 
rand, the Reserve Bank has 
pitched real interest rates at 
levels that are-hkely to con- 
tain gross domestic product 
growth to less than 2 per 
cent this year. Although 
local companies are becom- 
ing more competitive, and 
foreign interest in their 
shares is rising, the overall 
performance of the bourse 
has fallen short of the high- 
est expectations. 

The strongest gains have 
been in sectors least depen- 
dent on a broad-based eco- 
nomic recovery. Consolida- 
tion in the booking sector 
and a strong performance 
from insurers has boosted 
the financial index by one 
third this year. Technology 
stocks, a variety of s mall 
companies, metals excluding 
gold, and chemicals have 
also ranked among the best 
performers. 

A prime lending rate of 
2025 per cent has suppressed 
growth in industries which 
have not benefited from the 
surge in exports that has fol- 
lowed last year's oollapse of 
the rand. But analysts are 
generally bullish on the 
long-term prospects for the 
sector, due largely to the lib- 
eralisation of the siege econ- 
omy fostered during South 
Africa's isolation. 

The industrial index 
gained 13.4 per cent in the 
first eight months of this 
year, and analysts predict 
earnings growth of 6-8 per 
cent next year. Smith 
Borkum Hare predict blue 
chips will again emerge as 
favourites among investors, 
after a year when the impact 
of lower tariffs has dented 
the profits of man y manufac- 
turing groups. 'The resulting 
squeeze in dividend yields 
has “undermined the appeal 
of many industrial bolding 
companies (quasi-conglomer- 
ates) as they are presently 
structured”, writes Jos Ger- 
soo, chief economist 

As the shake-out among 
local institutions gathers 
pace, black business groups 
have seized the opportunity 
to increase their stake in the 
economy. At September SO, 
so-called “black chips” made 
up 2.75 per cent of the total 
market capitalisation of the 
JSE. Although most finan- 
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ciers believe v the era of 
“mega transfers" of white- 
owned assets to blacks is 
drawing to a close, the 
unbundling of South Africa's 
most unwieldy conglomer- 
ates is still at an early stage. 

The government re mains 
committed to further, grad- 
ual relaxation of these con- 
trols, which will proceed in 
tandem with other macro- 
economic reforms. A sched- 
ule for the privatisation of a 
minor ity stake in South Afri- 
can Airways, the national 
carrier, is likely to be finali- 
sed early next year. Most 
insitl tut ions are confident 
that a one percentage point 
drop in the bank rate is 

immine nt. 

Neither Trevor Manuel, 
finan ce minister, nor Chris 
Stals, governor of the 
Reserve Rank, have encour- 
aged this speculation. Johan- 
nesburg has been spared the 
kind of volatility that sent 
foreign investors running for 
cover last year, but the leg- 
acy of last year's correct iv e 
action is a hank rate of 17 
per cent “If we hadn't taken 
the decision (to raise interest 
rates) when we did, in the 
way that we did, I think the 
price for all would have been 
substantially higher,” says 
Mr Manual. 

The Reserve Bank has 
been praised for defending 
the rand against currency 
speculators. “Foreigners are 
not dissatisfied with what is 
happening in South Africa, 
and the glass is half full,” 
says Donna Nemer, vice- 
president of Citibank, South 
Africa’s biggest foreign 
bank. Net purchases by for- 
eigners topped R17.3bn in 
the first eight months of 
1997, compared with R5.3bn 
during the same period in 
1996- But inflows to the 
equity market continue to 
dwarf fixed investment, and 
there is a shift into bonds. 
“There is still scope for vola- 
tility. The currency is still 
very event-vulnerable." 

The activity has boosted 
turnover in the secondary 
market from R13.7bn in the 
first quarter of 1997 to R20bn 


in the first two months of 
the third quarter. Johannes- 
burg is losing its reputation 
as a notoriously illiquid mar- 
ket. and both the value and 
volume of shares traded in 
the secondary market have 
increased steadily this year. 

The clear exception is gold 
stocks, which have been hit 
by the slump in bullion 
prices and persistent prob- 
lems of productivity at ailing 
mines. The All Gold index 
has slumped by 36 per cent 
this year, as weakness 
in the bullion market wiped 
out its appeal as a rand 
hedge. 

However, the problems in 
the sector are endemic and 
will not be repaired simply 
by a rise in bullion prices j 
from their current nadir of ’ 
around $320. According to 
the Reserve Bank, the 
monthly average price of 
gold-mining shares declined 
by 44.5 per cent between 
May 1996 and July 1997, to 
reach its lowest level since 
March 1993. 

Most analysts predict the 
year ahead will bring a 
recovery in the traditional 
blue-chip companies. It is 
one of the anomalies of the 
market that the market capi- 
talisation of diversified hold- 
ing companies has usually 
included a discount to net 
asset value, while their 
underlying operations have 
usually traded at a premium 
relative to smaller stand- 
alone companies. 

The gradual easing of 
exchange controls has 
prompted many of South 
Africa's biggest institutions 
to explore methods of 
increasing their interna- 
tional exposure. Analysts 
are bullish about the impli- 
cations. As capital moves off- 
shore, compensation will 
take the form of higher 
liquidity and an improved 
profile for Johannesburg. Mr 
Gerson points out that South 
African equities offer the 
largest exposure to mining 
of any emerging markets, 
the third largest to finance. 
And the largest to man- 
ufacturing. 


Local companies 
are being forced 
to look abroad as 
a result of rising 
competition 

The recent turmoil in the 
currency markets of south- 
east Asia has given Trevor 
Manuel, the South African 
finance minister, a compel- 
ling retort to critics urging a 
faster relaxation of exchange 
controls. “We understand 
the frustration," he says. 
“But I think we have an abil- 
ity to make a contribution to 
transformation at the 
moment which the finance 
minister in Thailand does 
not." 

Restrictions on capital out- 
flows, combined with a pru- 
dent defence of the rand by 
the Reserve Bank, have pro- 
tected the South African cur- 
rency this year from the tur- 
moil which - at its worst - 
wiped 28 per cent off the 
value of tbe rand against the 
dollar in 1996. Encouraged 
by this stability, Mr Manuel 
in July eased restrictions on 
offshore investment by indi- 
viduals. 

With the Reserve Bank 
braced for a dramatic out- 
flow of about R5bn, about 20 
per cent of South Africa's 
foreign exchange reserves. 
Mr Manuel announced a ceil- 
ing of R200JXX) on currency 
movements by individuals. 
A month later, a mere 
R144m had left the country - 


well below most estimates - 
and officials at the depart- 
ment of finance were con- 
gratulating themselves on a 
well managed anticlimax. 

For the 100,000 whites 
whom analysts estimated 
could afford to move such 
capital offshore, the attrac- 
tiveness of foreign invest- 
ments appears limited - at 
least for the time being. 
"The freedom to diversify," 
says Dorian Wharton-Hood, 
vice-chairman of Liberty 
Life, “makes the chances of 
getting an investment wrong 
a thousand times more 
likely." 

In contrast. South Africa's 
blue-chip companies can no 
longer afford the luxury of 
staying at home. The demise 
of the siege economy fos- 
tered during isolation, rising 
competition in local mar- 
kets, and the dismantling of 
protective tariffs at home 
have forced the biggest local 
companies to look abroad. 

The trend is evident 
throughout most sectors of 
the economy, from banking 
to brewing. But the most 
spectacular transformation 
has been at Gencor, formerly 
the country’s second largest 
mining group, which in July 
this year demerged its pre- 
cious metals and moved its 
base metals interests to Billi- 
ton, a new FTSE 100 com- 
pany listed in London. 

The move raised £lbn in 
new capital, confirming Gen- 
car’s transformation from a 
sprawling South African 


conglomerate to an interna- 
tional mining group. Much 
of the proceeds will come 
back to southern Africa, 
where Billiton is poised to 
build a new al uminium 
smelter In the Mozambican 
harbour capital of Maputo 
and possibly a zinc smelter 
In the Eastern Cape. 

In the financial sector, 
local institutions have 
scrambled to acquire expo- 
sure to foreign markets via 
the system of asset swaps 
introduced In 1995. Although 
current regulations limit the 
proportion of assets a local 
institution can hold offshore 
to 10 per cent, most have 
found it difficult to find for- 
eign institutions willing to 
accept South African assets 
at market value. 

The stumbling block is 
that asset swaps are highly 
inflexible, and the foreign 
party must undertake not to 
abandon its South African 
holding. Of the R70bn which 
institutions are legally enti- 
tled to swap, the total value 
of asset swaps finalised is 
about Raobn. “Asset swaps 
are not natural in as Car as 
you are asking both parties 
to enter into same irfnri of 
limitation," says Mike Lev- 
ett, chairman of Old Mutual, 
the country’s largest equity 
investor. 

The most innovative 
expansion has come from 
local manufacturing indus- 
tries seeking new markets 
elsewhere in Africa to pro- 
vide a fillip for their fledg- 


ling export businesses. 

Helped by the weaker 
rand, sharp growth in non- 
mining expur is this year has 
further inflated the trade 
deficit between South Africa 
and its principal African 
trading partners. Last year. 
South African exports to 
Kenya were worth R940m, 
compared with imports of 
Rlllm. In Tanzania, the 
trade gap was R611m on 
impuits worth R627m - an 
increase of 340 p er cent on 
3994. 

This trend has been com- 
pounded by Pretoria's failure 
- after three years of talks - 
to win significant conces- 
sions in trade negotiations 
with Europe. Although 
South Africa last month rati- 
fied admission to the Lomfi 
convention, it has been 
excluded from preferential 
trading terms with the Euro- 
pean Union. 

Closer to home, brisk 
trade and cree p ing privatisa- 
tion across much of the 
region have enabled many 
local companies to acquire 
assets elsewhere in Africa. 
According to Christopher 
Hartland-Peel, African equi- 
ties analyst at Standard 
Bank in London, “South 
Africans are gradually dis- 
placing European investors 
in Central and East Africa". 

South African Breweries, 
the world’s fourth largest 
brewer, has been In the van- 
guard of this process, with 
OS Bazaars, the supermar- 
ket chain, Profum. the furni- 


ture retailer, and Spoomet, 
the state-owned rail group, 
close on its heels. Local min- 
ing houses have been the 
most zealous pursuers of 
mining rights across the con- 
tinent, and are the least 
deterred by the huge losses 
caused by the scandal of 
Bre-X Minerals, the Cana- 
dian company whose Busang 
gold deposit in Indonesia 
was a fraud. 

But the greatest impetus 
for local companies to spread 
their wings has come from 
consolidation in global 
industries such as car manu- 
facturing and o3 and gas dis- 
tribution. 

As international parents 
have bought up the South 
African subsidiaries left 
behind during the sanctions 
era, they have set their 
sights well beyond the local 
market. Both Nissan and 
Toyota have invested in lon- 
ger production lines to 
enhance economies of scale, 
and established distribution 
channels across the sub-Sa- 
hara region. 

A similar logic lies behind 
the 30 per cent stake in 
Engen, South Africa’s big- 
gest oil retailer, acquired 
last year by Petronas, the 
Malaysian oQ and gas com- 
pany. The company has a 
vehicle for further expansion 
in Africa and recently 
invested RlOQm in an oil refi- 
nery at Dar es Salaam, 
which includes an option to 
bid for a network of Tanzan- 
ian fuel stations. 



Denel was established as a private company on 1 April, 1992 in 

terms of the Companies act The state is the sole shareholder. 5^= 

Denel's diverse industrial base, advanced technological skills and P E N B L 
an appropriate infrastructure enables it to provide clients with «■— — y 

complete system solutions. 

Denel is an autonomous group, managed in accordance with sound business principles. 

On 31 March 1997, shareholders funds reached R3 149 million rand, ranking it as one of South 

Africa's larger industrial groups. 

Structure and Capabilities 

The Denel Group commands a wide spectrum of management, research and development, engineering and manufacturing abilities, and 
supports its products through their entire life cycle. To date, Denel has successfully concluded more that 35 alliances for development, 
manufacturing, marketing and product support. Denel's global activities have earned tbe Company the position of being one of South 
Africa's innovative industrial groups, playing an important role in international trade and contributing to the national economy through 
its foreign exchange transactions and global knowledge. 

Denel has continued to build on its reputation as a reliable supplier of high technology systems, products and services characterised by 
value for money. New business relationships were established, especially in markets opened up as a result of South Africa's new political 
dispensation. Through its endeavours aimed at expanding tbe Company’s market base, Denel is actively promoting growth and 
development in South Africa thereby supporting the Government's Growth, Employment and Redistribution Strategy. 

Markets and Products 

During 1996/97, Denel was actively involved with marketing its products in more than 70 countries while contracts were concluded in 
more than 50 countries. Products to the value of R 613 million ( 1995/96: R 1015 million) were exported, including commercial products 
totalling R 201 million ( R1995/96 : R 185 million) 

Denel successfully exhibited its products at a number of major international exhibitions in South America, Europe, the Middle East and 
in the Pacific Rim. Major systems such as the Rooivalk Helicopter and G6 self-propelled howitzer continued to draw attention from 
many potential international buyers. Denel's non-military products, especially in the field of civil aviation and mining, were also well 1 
received at 'international exhibitions. 

New business focus areas are being continuously investigated to ensure real growth in Denel's business portfolio. 

Technology 

The retention and ongoing upgrading of Denel's key technologies through co-ordinated technology management and development is of 
the most utmost importance to ensure the continued competitiveness and, in certain markets dominance of Denel's products. 

During 1996/97 R 81 million was invested in upgrading Denel's technology base and developing new and improved products. 


PROPERTY 


SOUTH AFRICA 

KtooZuIu-Natal 
£Q03 Hectares 

A oODBnadil (table and beef tan comprising 470 ha uafab tand, 780 ta 


bonus and a adtool building. 

B»SA PosuurfoB 

GoUe Pttes 3404000 Banda 

B«}SlEAsnkO0n _____ 

T«fc -t44 (0)1284 725715 fact +M (Bp284 725*15 
fi Mtft- bgryObrown cn^om 


EXECUTIVE/CORPORATE RESIDENCE 

■ Johannesburg”. 30 min. out of 
town on freeway in small village. Ideal for guesthouse. 5 en- 
suite bedrooms. Entertain area, bar, gym, 
sauna, jaccuzi & pool. Residence 2690sq.ft 
Entertain 2100 sq.ft Total 27438 sq.ft 
Tel: 0027 82 891 8220 
Price: £80,000 


qwantani, 

HARRISMITH, 
SOUTH AFRICA 

Overlooking StBfkkjntetn Dam - 
the laigest take in Sooth Africa - 
h three-Oedrocmed. two 
balhroomod tacebrick cottage mrfth 
fireplace, covered palto and 
barbequa area, set V* the baautHul 
Dr ak ensburg. All water sports, 
fishing, ridrig, tennis and sxfash. 

eyeing and beautiful walks, 
ported peace and quiet and skies 
fuH of stars. Afflfialed to BCJ and 
^maintained by corporals 
body. 

Six weeks per annum tn 
perpetuity: 

£6000 ono. 

Tel: 0171 807 6150 or 
South Africa 

(00 27) 11 726-2075 after Spm 1 


KEBA Holdings.. 


* 


Select propeny throughout 
the Western Cape 
Direct correspo nd ence 
No Agents 

Garden Route Homes 
-£40-100K 

Gordons Bay Guest house 
-flfiOK 


Stellenbosch High sL - 
£750K 

Full details through 
W. Weinman 
UK 0181 881 8630 
£maO 


CAPETOWN* 

SURROUNDS 

We offer an c»qMwnnl portfolio of 
beautiful and exclusive homes 
available for rent. If you ate looking 
for freedom, privacy & comfort far ihc 
Cape then we can help. We atiD have 
some home* available for Christmas 
1997. most have pools & are fully 
serviced. We also arrange car hire, 
airport collection, golf itineries etc. 
DIANA MOUNTFORD OPLuL 
TU: +44 1620 895589 
e-maO »liana@UJianaops4>cmc<iLcauk 
web she 
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SOUTH AFRICAN 
INVESTMENT 
OPPORTUNITIES 

Farms, game farms, 
commercial 
developments. 
Private accomodation. 

Tel: 0181 395 6060 


SOUTH AFRICA 

For all Cape Town or 
SotUii African properties - 
whether it be Conaamra/ 
Bishopscouit, the Atlantic 
Seaboard, wine estates, 
frail farms, game reserves, 
guest booses or hotels. 

Please contact onr 

Cape Town offices. 

Telephone: 

0027 21 7629780 
Fax: 0027 21 7629788 


Review of 1996/97 

South Africa’s return to the global arena as well as the positive economic developments of the past year have impacted positively on 
Denel’s business prospects, as a result of the politically sensitive nature of Denel’s products should never be underestimated. 

A number of essential attributes that determine success in selling armaments to foreign customers should always be kept in mind. 

They are: 

Rapid response times for standard items; 

A willingness to customise items to suit the needs of specific clients; 

Absolute dependability to meet deadlines; 

Reliability to execute repeat orders; and 
Availability for; and quick response to. service calls. 

The past year was one of Denel’s most difficult years, trading conditions, both locally and abroad, were competitive and difficult. Foreign 
trade in armaments is significantly more sensitive to government decisions and political influences than tbe trade in non-military 
products and services. Denel fully understands and supports the necessity of regulating the trade in armaments. Certain political 
decisions were, however taken during the last year that have resulted in the cancellation of foreign contracts and negotiations that were 
in advanced stages for new contracts with a high probability of success, were either cancelled or postponed by a number of clients. 

In spile of these temporary setbacks. Denel has succeeded in replacing some of the losses, albeit with business at lower profit margins. 
Taking the extraordinary circumstances and challenges of the past year into account, Denel has still made a meaningful contribution to 
tbe economy of South Africa. Net profit after taxation, attributable to ordinary shareholders, amounted to R 82 million. 

A process of restructuring and transformation was started in order to increase competitiveness, promote constructive participation and 
establish a culture of shared values and unity in diversity. 

Future prospects 

Denel's performance for the last financial year showed a marked decline in contrast to past years. This trend will continue into 1997/98, 
but a definite upturn is on tbe cards for 1998/99. Expectations for a better performance in 2998/99 are based on prospects that the 
finalisation of a number of large, long-term contracts is imminent with phased deliveries commencing in 1998/99. 

Uncertainties that have plagued the business environment in South Africa for many years are gradually lessening, contributing to more 
positive sentiment towards the South African economy. Growing evidence that the government is serious about the implementation of 
the GEAR strategy will positively influence foreign investors and improve the prospects for higher growth in coming years. Prospects 
are positive for continued global economic expansion that will stimulate the South African export market 

Denel’s primary challenge in the years ahead will be to utilise optimally the prevailing positive economic conditions, both locally and 
abroad, and to enlarge its market share. 

Denel (PTY) Ltd., Denel Building, PO Box 8322, Jochemus Street, Centurion, Erasmuskloof 0046 
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POLITICS • by Roger Matthews In Johannesburg 



Dream may become a nightmare 


Not one of the 
opposition parties 
has made enough 
progress to 
challenge the ANC 

South Africa’s opposition 
politicians have a dream 
most nights. 

They dream the African 
National Congress suffers a 
deep ideological tra uma. 
They see the organisation 
splinter, with one faction 
accepting that the nation 
can only be saved from 
long-term decline if it fully 
embraces the disciplines of 
the global -economy. These 
ANC pragmatists break free 
from the grip of their com- 
munist and trade onion 
allies. The consequence is 
that Thabo Mbeki, the dep- 
uty president, will be poised 
to become southern Africa’s 
answer to Tony Blair, if be 
can gather some allies, and 
Sam Shilowa, the general 
secretary of the Congress of 
South African Trade Unions, 
marches off at the head of 
his troops, red flags flying, 
to whistle emptily in some 
distant veld. 

As dreams go, it might not 
seem that fantastic. The 
ANC is made op of as many 
strands of opinion as South 


Africa has provinces and 
languages. The alliance is 
loosely and primarily bound 
by the common objective of 
reversing the damage 
inflicted by apartheid over 
the past 50 years, and racism 
over three centuries. 

The differences over how 
this should be achieved axe 
huge, and should be exploit- 
able. And when the ANC 
does fracture, according to 
the opposition parties, effec- 
tive government will only be 
achieved by coalitions, 
through which the junior 
partners expect to extract 
important concessions. The 
TTrmiPriintP atm must there- 
fore be to limit the ANC to 
less than 50 per cent of the 
vote. 

But the opposition also 
suffers nightmares. The 
most common is that the 
ANC oontmoes to show the 
same durability it has dem- 
onstrated since 1912, holds 
together, and, most frighten- 
ing of all, increases its share 
of the vote by 3 per cent in 
the April 1999 general elec- 
tion. This would deliver the 
65 per cent parliamentary 
majority required for the 
ANC to amend the constitu- 
tion without the support of 
any other party. Such 
thoughts, with their wider 
and unhappy African associ- 


ations, tend to keep politi- 
cians from sleeping at ni ght 

The temptation for opposi- 
tion parties to indulge in 
dreams, or suffer night- 
mares, is understandable. 
None has made much prog- 
ress since the last election in 
1994, and some may even 
have lost ground. And this 
despite clear evidence the 
ANC has shed members, is 
weaker structurally, and is 
being forced to dismiss a 
quarter of its staff and sell 
its head office because of 
financial problems. Should 
the ANC’s problems trans- 
late into fewer votes at the 
next elections, which seems 
probable, there is as yet no 
Indication that former sup- 
porters will tr ansfe r their 
allegiances. More likely they 
will stay at home. 

Opposition parties do not 
know which way to turn, but 
inward seems to be the most 
likely direction. The 
National Party, by far the 
largest with 20 per cent of 
the vote, last year set off to 
discover a new future. Roelf 
Meyer, then secretary- 
general and chief navigator, 
concluded that withont a 
black leader, and a restruct- 
uring of South Africa poli- 
tics, no opposition party 
would stand any chance of 
unseating the ANC. He also 


believed the process might 
include disbanding the 
National party as part of a 
wider realignment 

It was not a proposal 
which FW de Klerk, the 
party leader, felt able to rec- 
ommend to the membership. 
So Mr Meyer left the party. 
Mr de Klerk followed a few 
months later In what he 
presented as an attempt to 
free the organisation from 
its apartheid past Sadly for 
Mr de Klerk such a libera- 
tion Is not within his gift, 
nor probably within that of 
his successor, the youthful 
Marthinus van Schalkwyk. 
The new leader has yet to 
reveal a distinctive view of 
the party's future, and scep- 
tics doubt that he ever will 
The reason for the scepti- 
cism is that even within the 
r anks of the National party 
it is a dmi tted that Hern us 
Rriel, the leader of the 
National Party in the west- 
ern Cape, could have taken 
the leadership, had he so 
wished. 

Mr Kriel's desire to remain 
leader of his home province, 
rather than head the party 
in parliament, speaks vol- 
umes. It suggests that he 
and the core of the National 
party would rather consoli- 
date their base in the West- 
ern Province, where they 


control the provincial assem- 
bly. than risk losing tradi- 
tional support by seeking to 
widen the party’s appeal. 
The Democratic Party, under 
Tony Leon, underwent a 
s imilar exercise at the last 
election. 

In a bid to win more black 
votes it fri ghten ed off some 
of its traditional liberal 
white support, and suffered 
accordingly. Mr Leon will 
not make the same mistake 
In 1399. 

So far, so relaxing for the 
ANC. Unless, of course, the 
United Democratic Move- 
ment turns out to be a party 
of substance. It was formed 
in September to the cheers 
of several thousand dele- 
gates and a three-hour musi- 
cal introduction which 
might have seemed over the 
top at a US party conven- 
tion. 

Even the press photogra- 
phers appeared to be written 
In to the choreography as 
Bantu Holomisa, ex-ANC, 
and Mr Meyer. ex-National 
Party, jointly took the 
podium to the strains of “An 
impossible dream”. 

Whether they amount to 
anything more than the sum 
of dissidents who fell out 
with their bosses is too early 
to assess. The mercurial Mr 
Holomisa, with his appeal to 


the more radical among 
black youth, coupled with 
the rather wooden &fr 
Meyer, who has never 
enjoyed a large personal fol- 
lowing to supplement his 
undoubted organisational 
skills, may just be an 
unlikely enough combina- 
tion to succeed- Of course 
they will be accused of not 
having any detailed policies, 
but at this stage it may be 
enough for them to keep 
repeating the patent sl ogan s 
of “jobs for the unemployed" 
and “capital punishment for 
killers”. 

And, of course, they win 

have to find a sufficient flow 

of funds for that message to 
be broadcast widely and 
often. Even the n , the UDM 
would do well to gather 
more than a few per c ent of 
the vote in 18 months’ time. 

While it is dangerous for 
western experience to be 
employed in pairing African 
political judgments, one that 
probably stands the transi- 
tion is that oppositions do 
not win elections, govern- 
ments lose them. The ANC 
will do its unwitting hit 
towards encouraging the 
opposition, but as yet the 
opposition is not ready to 
reap the reward, and may 
not be for an extended 
period. 



The Key to Africa’s Golden Map 


This map of Africa is in fact a magnified gold particle discovered 
by chance at our new Sadiola mine in Mali. In our continuing 
exploration for Africa’s riches, however, nothing is left to chance, 
but is backed up by a prospecting budget which is among the 
world’s highest. 

Anglo American Corporation, one of the world's biggest and most 
experienced mining groups, bom in Africa at the be g i nnin g of the 20th 
century, is also one of the continent's success stories. So there is little 
wonder that we have the specialised skills, expertise, local knowledge, 
commitment and access to capital to unlock its treasures, creating jobs 
and prosperity for its people. 

We are prospecting not only for gold, but for a wide range of other 
minerals and base metals in more than 25 African countries - a vote of 


confidence not only in their prospective mineral wealth, but in the 
recent profound changes in their business and political climate. This 
grass roots exploration is increasingly balanced by a willingness to 
pursue prospects in partnership with junior as well as other large 
mining companies. 

A constant striving for innovation, based on more than 80 years of 
expertise, has kept us at the cutting edge of mining technology. In South 
Africa we have pioneered ultra deep mining, extracting gold more than 
5 kilometres beneath the surface of the earth. But we also have the 
knowledge and the know-how to bring a 1 ,000 year old mine in Mali 
into profitability. 

When it comes to unlocking Africa's riches, the key is Anglo American. 


Anglo American Corporation 
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FOREIGN RELATIONS » by Michael Holman 



reaches out 


Ideological battles 
between the old 
left and the 
pragmatists 
persist in the ANC 

-Hie African Renaissance to 
upon us,” declared Thabo 
Mbeki, Sooth Africa’s depu- 
ty-president, in an eloquent 
speech last April setting out 
his aspirations for his coun- 
try anil the continent 
A new political order Is 
starting to shape Africa* he 
told the US Corporate Coun- 
cil an Africa, characterised 
by shared democratic values* 
a commitment to economic 
w fin r m , and a determination 
to restore the pride and 
self-confidence of a continent 
demoralised by traumas 
ranging from the slave trade 
to post-colonial dictator- 
ships, the Gold War and 
apartheid. 

The renaissance under 
way, declared Mr Mbeki. 
means multi-party govern- 
ments, a crackdown on cor- 
ruption, the emancipation of 
African women and revers- 
ing the continent’s brain 
drain and the flight of Afri- 
can ra pftaT 

It was a speech which, 
together with his “I am an 
African” address marking 
the endorsement of South 
Africa’s new constitution, is 
likely to serve as a guide to 
Pretoria's foreign policy and 
the credo for the presidency 
Crf the man almost c ertain to 
succeed Nelson Mandela 
The concept of Africa’s 
rebirth, however, appears in 
one important respect to 
main something very differ- 
ent to the man who coined 
it and to an influential fac- 
tion in the party expected to 

implpmpii t jt 

As Mr Mbeki sees It a 
vital ally in the African 
transfo rmati o n is the foreign 
investor, drawn by the 
increasingly attractive busi- 
ness environment created by 
pressing ahead with eco- 
nomic rafonoss. 

“Africa has and is ready- 
ing itself for growth and 
development, fuelled by her 
own efforts and the profit- 
able and safe injection of 
international private capi- 
tal” Mr Mbeki told US inves- 
tors in his renaissance 
speech. 

But for the ANC’s depart- 
ment of political education 
and training, foreign capital 
is seen as not an ally but an 
adversary: “The success of 
the renaissance depends on 
the extent to which it chal- 
lenges globalisation.” 

The document goes an to 
present a view of a world in 
which old ideological battles 
are still being fought. "Pro- 
gressive social forces’* are 
ranged against “capitalist 
global forces", and South 
Africans are alerted to the 
dangers of “imperialism” 
and “neo-colonialism", and 
urged to resist the “super- 
power scramble fear Africa”. 

And there is a new foe to 
confront. “At the core of the 
vision for an African renais- 
sance is a sustained and vigi- 
lant challenge against the : 
strategic orientation of glo- 
balisation, says the docu- 
ment, prepared for tire ANC 
c ongre ss in December. 

Mr .Mbeki’s desire, - to" 
encourage foreign^ invest^., 
meat would seem inccanpati- 
ble with this view, seen as a 
reflection of fhe^tensIdSi 
within the -iwrty between 
what might be called, the «dd 
left and the pragmatists V 
He will have the 
nity to tty and recondte the 

two conflicting views - nt- fee- ■ 
congress. , . v.v ■ ,• • 

Two of the developments . ; 
Mr Mbeki bafled as evidence ■" 
of Africa's renaissance may' 1 
be turning sour. :,T " 
The peace pact in Angola, 
a country he described- as ra 
new star of hapeV itow . 
seems dose to conspSfr fol- 
lowing the failure of Jonas 
Savimbl the leader of the 
country's unita movement, 
to abide by the terns of the 
1994 settlement. 

His portrayal of Zaire - 
since renamed Congo - as 
"democratic, peaceful pros- 


perous, a defender of human 
rights, an exemplar of what 
the new Africa should be” 
may be at best premature. 

For all the protestations to 
the contrary, South African 
attempts to broker the peace 
process in Zaire had little 
discernible impact on- the 
outcome, and there is little, 
evidence that Pretoria subse- 
quently has much influence 
on events as the new govern- 
ment of Laurent Kabila 
struggles to cope with its for- 
midable legacy. 

But it is Nigeria where 
Pretoria’s foreign policy lim- 
itations have been most 
exposed. 

It was President Nelson 
Mandela who led the out- 
raged reaction to the mili- 
tary regime's execution of 
Ken Saro-Wiwa and eight 
other activists on the open- 
ing day of the 1995 Common- 
wealth summit in Auckland. 

Mr Mandela threatened 
economic sanctions should 
General Sard Abacha foil to 
return Nigeria to democracy-. 
Instead, two years later, 
with Commonwealth leaders 
preparing four this month’s - 
summit in Edinburgh, Pre- 
toria appears to have backed 
away from confrontation, 
and seems likely to settle for 
Nigeria’s continued suspen- 
sion from the organisation. 

This indifferent track 
record has not deterred Mr 
Mandela from pursuing 
mediation e fforts in Sudan's 
civil war, and in East Timor, 
with little to show for it in 
both cases. 

Commentators blame Pre- 
toria’s limited expertise and 
an unrealistic faith in Presi- 
dent Mandela's personal 
influence. And in the Afri- 
can arena, its capacity is 
limited by the fact that its 
army is neither trained nor 
adequately equipped for a 
regional peace-making role. 

“If South Africa wants the 
rest of Africa to take heed of 
its message on democratisa- 
tion, it has to do something 
about building a credible 
military force," says Moe- 
letsi Mbelti, a current affairs 
analyst and Johannesburg 
businessman. 

This may change. After 
initial reluctance, parlia- 
ment has supported defence 
department proposals to buy 
four corvettes, four subma- 
rines as well as other equip- 
ment semi as essential if Pm 
toria's diplomacy is to have 
range as well as muscle. 

Where Pretoria has been 
more successful however, is 
developing South Africa’s 
“south-south” links, seeking 
closer ties with leading 
countries in the southern 
h emisphere and making up a 
group which could lobby in 
world trade and security 
arrangem ent^ 

Relations with Malaysia in 
particular have developed 
rapidly, thanks in part to 
cordial personal relations 
between Mr Mandela and- 
pnme minister 
helping to catapult the coun- 
try into South Africa’s 
fourth largest foreign inves- 
tor. - 

Barely a year ago, Malay- 
sia accounted tor less than 1 
per cent of assets owned by 
foreign companies with . 
toct investment in South 
Africa. Today it holds 5 per 

reached BSf&n. .Mafcty!s& fe ' 

Afrwayg*\ 

‘ Pretoria i i rcqnnnftes,i to 
maintain; fiowfrvar r >dfose ' 

uS, .d espite , strains prith the 
latter over the-jhoposetsale 
firing systems to 
^yria, . and the maintiman^ 
of menffir rel^bife with 
; Cttba and Libya. \ . - 4 ; 

inland C^i^ expahding 

America*, a^ raatotafeing ' 
cordial ^^ations v*ith " 
keep Pretoria on 
track for the position that 
wmld ensure lhat its .voice _ 


, .. _ level 

- representing Africa^ ’a ' 
permanent member of air 

TIN security coun- 
cil: • ■ . . 
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Africa ■ 
out 


The global march of market 
economics, with its 
increasing wealth and 
consumption, is good news 
for the most upwardly 
mobile of metals, 
reports Kenneth Gooding 

A ‘fabulous 
time’ to be 
in the 


A luminium is often 
described as a metal 
for the middle classes 
- which is why producers 
are approaching the millen- 
nium with such confidence. 

It is hard to frn«g nw a 
better time to be in the alu- 
minium business," says 
Jeny She ehan, rhaimum of 
Reynolds Metals of the US, 
the world's fourth largest 
producer. "We are living in a 
time ' of unprecedented 
opportunities. As the world’s 
economies accelerate and 
free enterprise takes over in 
so many nations, a global 
middle class will begin to 
develop. Over the next 15 to 
20 years, as this economic 
expansion occurs, it is going 
to be a fabulous time to be in 
the aluminium b usiness . 

"As economies develop, 
they first need infrastruc- 
ture^ such as bridges, electri- 
cal power distribution, 
schools, hospitals and hous- 
ing. As incomes rise, they 
begin to acquire consumer 
goods - pots and pans , pack- 
aged materials, soft drinks 
and, gradually, bicycles, 
motor cycles, vehicles and 
trucks. This presents won- 
derful opportunities for us 
and for our customers to 



One of the wood’s biggest buflt transporters was designed and buiK by Intarconsutt of Sweden, part 
of the SvedaJa tyoup. <°r Ramstroms Butt of KaJnar. To optimise volume and payload, aluminium was used for tanks instead of steel 
The vehicle works round the dock transporting 37 tonnea-of sawdust for each Journey from a parquet fectoqr to a nearby power station 
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serve growing, developing 
populations." 

As a relatively young met- 
al-aluminium emerged for 
the first time as a pure metal 
only in 1825 - aluminium 
baa had to fight hard to pfa 
ground against more tradi- 
tional materials. During the 
last 20 years it has experi- 
enced growth everywhere as 
aluminium's characteristics 
- light weight; strength; cor- 
rosion resistance; conductiv- 
ity; durability; long life and 
ease of fabrication - won 
admirers. And, as Mr Shee- 
han insists: "No other mate- 
rial recycles as well as alu- 
minium. None." 

The biggest growth has 
been in two end uses: trans- 
portation and beverage cans. 
During the 1980s, aluminium 
beverage cans conquered the 
DS fizzy drinks and beer 
markets. In the 1990s, they 
began to take on the rest of 
the world. Now, as the 
industry h e ed s into the next 
milimninwi it believes the 
biggest growth will almost 
certainly come from the 
automotive market . 

Al uminium ’s successes are 
the result of the substantia] 
investments in research, 
product development and 
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facilities made by producers. 
To win over the beverage 
can market, aluminium pro- 
ducers invested heavily in 
rolling capacity to produce 
the required quality. In the 
automotive market, the 
Industry has focused on 
developing the alloys and 
fabrication technologies for 
an expanding number of 
applications. 

Yet, in spite of virtually 
uninterrupted, if steady, 
increases in demand for the 
metal, the industry has 
failed to reap financial 
rewards. 

J acques Bougie, president 
of Alcan of Canada, the 
world's second-biggest 
producer, says his group 
has made returns exceeding 
its cost of capital - the 
weighted average cost of 


debt and equity after tax - in 
only two of the past 14 years. 
The al umin ium industry as a 
whole achieved this only 
once. 

This is about to change, 
for several reasons. 

• Firstly, the worldwide 
movement towards market 
economics that followed the 
collapse of the Soviet Union, 
prompting privatisations in 
its former satellite countries 
and also in China, is bring- 
ing great benefits to the alu- 
minium industry. Completed 
or mooted privatisations in 
the industry add up to 
nearly 5m tonnes of annual 
primary a i nmini um produc- 
tion capacity, or close to 20 
per cent of the western 
world total. Among the big 
state producers, only Vene- 
zuela has still to complete 
the auction of its assets to 
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the private sector and this is 
scheduled for next year. 

“It is inconceivable that 
this retreat of the state will 
not have effects on the 
industry's long-term behav- 
iour." says David Hum- 
phreys, chief economist at 
Rio Unto, the world's big- 
gest mining company. “State 
involvement has for years 
been blamed for an unhelp- 
ful reluctance to close uneco- 
nomic capacity or to close 
non-viable projects for rea- 
sons of prestige or job pres- 
ervation.” 

Government-owned com- 
modity businesses also tend 
to use that commodity to 
generate foreign exchange, 
no matter what the market 
conditions might dictate. 

• Secondly, the big alumin- 
ium producers have gone 
through a period of restruct- 
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uring. “Companies are focus- 
ing on their core businesses 
where they used to be verti- 
cally intergrated,” says Mr 
Humphreys. “Vertical inte- 
gration sometimes disguised 
their high cost operations. 
All companies are looking 
closely to identify those 
areas where they make a 
proper return - and are act- 
ing ruthlessly in some 
cases." 

F or example, Mr Bougie 
points out that, in the 
past three years, Alcan 
has sold 50 downstream busi- 
nesses with combined 
annual sales of $2.6bn. He 
says that these disposals are, 
ultimately, for the good of 
the industry because the 
assets have either been sold 
to niche producers, specialis- 
ing in specific geographic or 
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product markets, or have 
been acquired by global com- 
panies looking to extend geo- 
graphic or product coverage, 
hi either case, aluminium is 
strengthened in its battle 
with competing materials 
because the new owners of 
the assets are ftilly dedicated 
and focused on a specific 
business. 

• Thirdly, deregulation of 
the power supply industries 
in the US and Europe is 
changing the economics of 
the aluminium industry. 

Al uminium smelters are 
huge consumers of energy 
- an average-sized smelter of 
250,000 tonnes a year needs 
as much energy as a town of 
500900 people. Jochan Schir- 
ner, chairman of VAW Alu- 
minium of Germany, says: 
“This trend will help the 
industry to keep costs down. ' 


The liberalisation of the 
energy market will lead to 
substantial relief." 

• Fourthly, difficulties 
caused by the collapse of the 
Soviet Union, a one-off event 
that threatened to decimate 
the western aluminium 
industry, are now over. 

Aluminium, oil and gas 
bave been the main foreign 
exchange earners for the 
Commonwealth of Indepen- 
dent States since the 
break-up. Russia's alumin- 
ium exports jumped from 
500,000 tonnes to 2m tonnes 
a year. However, according 
to Mr Bougie: “Russian 
exports are no longer a nui- 
sance, they are now an 
essential part of western 
supply." Any interruption to 
Russian exports would cause 
aluminium prices to rocket. 

Continued on Page 2 


Quadruple vision helps us see you more clearly. 


As Europe's larges! producer of rolled aluminium products, we recenlly integrated all our 
European operations. As part of this new era, weve been listening to our customers with intense 
concentration. Welcoming your plaudits. Taking on board your criticisms Not surprisingly, 
sharpened hearing hod led to sharpened vision; a much clearer picture of your needs and how 
we can satisfy them. The first result of this continuing process is Alcan's simplified European 
organisation, which cuts across national boundaries to focus on four distinct marl.ei sectors: 
Transport & Industry. Packaging & Printing. Building Producls. Foil Producls. In each of these 


sectors, just one team of people can now give you access to the unbeatable manufacturing 
potential oF Europe's most modern and efficient aluminium production facilities And back it up 
with the know-how of a global organisation. An organisation capable of supplying product when 
and where you need it - and from the Alcan plant best suited to your precise, individual needs. 
With Alcan, you're working with a strategic partner who will odd considerable value 
to your business in o way that’s unique in our industry. And who recognises i||||| 
that the most important part of the relationship is you - the customer. V 
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Keeper of the 
industry’s 
inner secrets 
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Aluminium use in US, Japai* 




Western world demand 


The inclusion of 
Chinese data 
dealt a blow to 
the IPAI’s 
reputation 

The International Primary 
Aluminium Institute (IPAI) 
is the keeper of the alumin- 
ium industry’s inner secrets 
and preserver of its statisti- 
cal data. 

To quote the IPATs guide 
to its statistical system, its 
methodology is designed to 
provide its users with hard 
and precisely defined histori- 
cal data on specific aspects 
of the aluminium and alu- 
mina industry”. 

In March this year that 
reassuring phrase “hard and 
precisely defined” was stren- 
uously called into question 
by Angus MacMillan, the 
highly-regarded metals ana- 

INDIA • by Kunal Bose 


lyst with- Billiton Metals. He 
wrote an open letter , to the 
IPAI; registering "disffiayf at 
the'' Institute's decision 'to 
persist with the recently- 
adopted practice of including 
production figures from 
China and Tajikistan. 

Mr MacMillan claimed 
that he spoke for a number 
of analysts and other inter- 
ested parties when he said, 
in his letter “When you 
instituted this practice with- 
out prior notice in February 
(reporting the January fig- 
ures) you caused a furore in 
the market, and were 
warned that inclusion of 
data from these countries 
would result in confusion.” 

A similar hiccup occurred 
in 1994, when the unan- 
nounced inclusion of Rus- 
sian production figures also 
threw analysts into some 
confusion, though because 
the move to include Russia 
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had been industry gossip for 
some time, there was less 
turbulence when it actually 
happened. 

What precisely was Mr 
MacMillan's complaint on 
this occasion? “People like 
me depend for our living 
upon these figures,” he says. 
“In the case of Tajikistan it 
didn’t much matter - there’s 
only one small smelter there 
and we know roughly haw 
much it produces. But with 
China the problem is that 
there are many small smelt- 
ers, and the majority of 
them don’t even report to 
the CNNC [CUna National 
Nonferrous Metals Corpora- 
tion] or the SSB [State Sta- 
tistics Board].” 

Mr MacMillan got his way 


fairly quickly - the IPAI is 
no longer including figures 
from China in its regular set 
of data. 

Robert Chase, who after a 
career in the Foreign and 
Commonwealth Office in 
August this year took up the 
post as IPAI secretary gen- 
eral, believes that while the 
inclusion of data from china 
may have been unsuccess- 
fully introduced before his 
arrival, the need to include 

China , qyiri similar newly -de- 
veloping primary producers 
on board, is paramount 

“We are hopeful that even- 
tually we will get China 
back on board, but we will 
not rush at it, we have got to 
make sure that it’s done sat- 
isfactorily next time. We 


have no date in mind when 
China’s figures will be 
included again. We have got 
to get a realistic view of 
what they can provide and 
look and see if that is suffi- 
cient to meet our require- 
ments,” says Mr Chase. 

The IPAI’s membership 
accounts for some 70 per 
cent of the world’s primary 
aluminium production. The 
inclusion of China - momen- 
tarily - brought that up to 
around 95 per cent, an 
achievement which, had it 
worked, would have been a 
real credit to the IPAL 

But while it does much 
more than simply compile 
statistics - it also looks after 
the interna] needs of the 
industry in terms of health 


and safety issues, environ- 
mental concerns, and cur- 
rently feels it needs to more 
actively promote aluminium 
- it is the IPATs highly 
regarded data that fly the 
Institute's flag. The gather 

ing aprf compilation of the 

data is surrounded with an 
unusual degree of secrecy. 
Hie system of data collec- 
tion and delivery is adminis- 
tered by the IPAI Confiden- 
tial Statistical Officer (CSO), 
who is bound by very stern 
rules. According to the IPAI 
“at no time can he enter into 
any discussion with individ- 
ual members or official cor- 
respondents, with the Statis- 
tics Committee or the Board 
of Directors, or indeed with 
any member of the public 


concerning the verification 
of aggregated IPAI date". 
According to Mr Chase, the 
CSO “exists in. a state of vir- 
tually permanent purdah". 

Even aggrieved analysts 

such as Mr MacMillan under- 
stand the lAPI’s sense of 
urgency about including Chi- 
na's data. “I sympathise 
with them, they're caught 
between the devil and the 
(jeep blue sea over this. They 
need to be diplomatic and 
build long-term relationships 
of -trust with national 
authorities and their inten- 
tions were of the best, but 
it's a highly complicated 
business. They can only 
solve this problem with diffi- 
culty and over time," says 
Mr MacMillan. 


As for the. future, Mr 
Chase says that the JPAI 
will, in the longer term, be 
concerned to ensure ..that 
when China re-enters the 
frame, it wfllbe on a mcae 
solid basis. 

"We recognise that the 
strength of our system is 
that we get confidential fig- 
ures from producers and 
that because of the confiden- 
tiality of the Information we 
are in a unique position. We 
shall keep up our . pro- 
gramme of contacts with the 
Chinese as. although the 
Chinese figures did cause 
this problem, it's absolutely 
clear that we have to try to 
include them somehow. This 
information is wanted and . 
needed.” 


THE GULF • by Mark Huband in Cairo 


An important global role With energy to spare 


The objective is 
to meet domestic 
demand then 
target Asia for 
exports 

India, which is richly 
endowed with bauxite 
reserves, is set to play an 
increasingly important role 
in the global aluminium 
industry. Much to everyone's 
surprise, the country's 
domestic producers - which 
until a few years ago 
enjoyed a high level of tariff 
protection - have adjusted 
well to the low impart duty 
regime. And this has given 
them the confidence to draw 
up plans to expand their 
smelters with associated 
upstream and downstream 
activities. 

Since India began liberali- 
sing trade six years ago, alu- 
minium was chosen as the 
first important industry to 
be exposed to global compe- 
tition. According to Mr 
A.S.K. Agarwala. president 
of Hindalco Industries, the 
country’s second-largest alu- 
minium group, the biggest 
incentive for capacity expan- 
sion is the expected 10-12 per 
cent growth in annual 
domestic demand for the 
metal in the next five years. 

“By 2000, India’s require- 
ment of primary aluminium 
will be about lm tonnes, 
compared with the present 
capacity of 670,000 tonnes," 
said Mr Agarwala. 

Nalco, India's biggest alu- 
minium group which is 87.15 
per cent owned by the fed- 


eral government, and Hin- 
dalco. are counted among 
the world's low-cost produc- 
ers of the metal. Analysts 
say that to test international 
waters, these groups are 
exporting the metal, while 
India continues to import 
aluminium. 

India's long-term objective 
is not only to meet the 
domestic demand but also to 
sell the metal in Asia, which 
is to become the world's big- 
gest aluminium consuming 
region. Industry officials see 
the possibility of groups in 
India and the Gulf states 
forming alliances to mine 
bauxite and produce alu- 
mina (aluminium oxide} in 
India and do the s mel ting in 
the Gulf region where the 
cost of power is low. 

“Such alliances will be 
highly cost-effective produc- 
ers of the metal and their 
principal market will be 
Asia,” said a Nalco official. .. 

India’s bauxite resaves of 
more than &65bn tonnes- 
- the fourth-tergest in the 
world after Guinea,. Austra- 
lia and Brazil - have alu- 
mina contents ^ranging fronr, 
40 per cent to anore than '50 . 
per cent. Mtich of ; the 
reserves is cjf a variety- 
which allows refining at a 
low temperature and low 
pressure and therefore, at a . 
low cost. 

With low extraction costs 
adding to the attractions. 
Hydro Aluminium of Nor- 
way has teamed up with 
I ndian Al uminium and Tata 
Industries to mine bauxite at 
Baphlimaij, where reserves 


total nearly 200m tonnes. 
They are building a lm 
tonne capacity alumina refi- 
nery. The entire production 
of alumina will be exported. 

Another wholly export-ori- 
ented alumina project, being 
executed by Larsen & 
Touhro, the Indian engineer- 
ing to lament group, al o n g 
with Alcoa of the US, wffl be 
sourcing bauxite from 
reserves in the hills of 
Kuturmali in Orissa. Several 
other Indian and foreign 
groups are trying to ide ntify 
reserves along India's East- 
ern running through 

Orissa, Andhra Pradesh and 
Tamil Nadu, with the objec- 
tive of building alumina refi- 
neries. 

Industry officials say that 
Nalco, which owns high- 
quality bauxite reserves of 
380m tonnes at Koraput in 
Orissa, has established 
beyond doubt that India 
could become one of the 
important sourcing points 
far alumina. Nalco exports 
about 400.000 tonnes of alu- 
mina a year and the govern- 
ment has approved its pro- 
posal to raise the capacity of 
its alumina refinery to 
-1.575m tonnes from 800,000 
tonnes. It also hopes to get 
government approval for its 
proposal to expand the alu- 
jjuolum. smelting capacity to 

345,000 tonnes from 218,000 
tonnes. 

According to a SBC War- 
burg report, the cost of 
expansion of Nalco will be at 
least 24 per cent lower than 
that of a comparable green- 
field venture. The same also 
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holds good for Hindalco 
which is investing Rsl75bn 
($480m) to raise aluminium 
smelting by 32,000 tonnes to 

242.000 tonnes, the capacity 
of its alumina refinery by 

100.000 tonnes to 450,000 
tonnes and power generation 
by 22SMW to 575MW. Some 
of the investment will pay 
for downstream facilities for 
making rolled products and 
aluminium foils. 

But because Hindalco can- 
not expand the smelting 
capacity beyond 242,000 
tonnes at Renukoot in Uttar 
Pradesh, it has decided to 
build a new 250,000 tonnes 
smelter with associated alu- 
mina refinery and power 
complex and downstream 
activities in Orissa. 

Mr Agarwala says: “The 
group's growth Is based on 
the strength of international 
competitiveness. Hindalco 
has a 33 per cent share of the 
domestic aluminium mar ket 
and our objective is to have 
a bigger share of this fast- 
growing market.” 

A thriving domestic mar- 
ket and the current world 
aluminium price of about 
$1,650 a tonne have led 
Indian Aluminium, .an asso- 
ciate of Alcan of Canada, to 
gradually recommission its 

73.000 tonnes smelter at Bel- 
gaum in Karnataka, which 
was de-energised in 1992. 
Unlike Nalco and Hindalco, 
which are self-reliant in 
power, Indal buys power to 
run the smelter from a state- 
owned utility, which is 
expensive. But the problem 
will be overcome as the 
group commissions a captive 
power complex. 

Bharat Aluminium, a gov- 
ernment undertaking, and 
Madras Aluminium also 
have big capital expenditure 
programmes. Analysts say 
that the Indian aluminium 
groups are able to raise low- 
cost funds from within and 
outside the country because 
of their quality operations. 
Hindalco raised $208m 
through two issues of global 
depositary receipts. 


Smelting is a 
lucrative use for 
the Gulfs most 
plentiful raw 
material 

The rise and rise of Gulf 
aluminium production has 
allowed states in the region 
to add value to their oil and 
gas reserves while assuring 
their Asian consumers of 
regular supplies. 

The mania for smelters 
has gripped the Gulf states 
from Kuwait to Oman and 
across the water to Iran. 
Bahrain's massive Alba 
smelter, the largest in the 
region, is now working at 
full capacity of 500,000 
tonnes a year following a 
(130m expansion, while the 
introduction this year of the 
new Falcon production line 
at Dubai, in Dubai, has 
brought its production to 
the expected 375,000 tonnes. 

Oman's Sohar smelter, due 
to come on stream by 2003 
with an ambitious produc- 
tion level of 480,000 tonnes, 
is now well-advanced. The 
character of the project 
reflects the strong bond 
between the Gulf producers 
and the Asian market 

Charus Enterprises' mam 
foreign partner in the $25bn- 
$3bn project is file Chinese 
National Non-Ferrous Metals 
Industry Corporation, with 
the two working under the 
title of the Sohar Aluminium 
Smelter Company (Sasco). 

Meanwhile, Kuwait is con- 
sidering construction of a 

230.000 tonne smelter and 
plans to build a $lbn alu- 
mina refinery at Boubyan 
island are also evolving, 
with the expectation of ach- 
ieving a 900.000 tonnes a 
year refining capacity after a 
three-year construction 
period. 

Qatar is considering a 

225.000 tonne smelter project 
while Saudi Arabia may fur- 
ther exploit its Zubairah 
bauxite deposit, by con- 
structing a railway to 
Kuwait for processing into 



Kuwait plans a SI bn aftanlno 
refinery and is considering 
buIkSng a 230J000 tonne smelter 

al umina- if the cost of con- 
structing the 350 mile track 
Is a viable proposition. 

Iran's two Qeshm island 
smelter projects have been 
hampered by limit ed access 
to foreign exchange. The 
Almehdi smelter at Bandar 
Abbas, originally intended to 
have a 220500 tonnes a year 
capacity, has halved its 
intended output and is 
expected by analysts to 
achieve a mere 5,000 tonnes 
in 1997. despite having 
received technical assistance 
from Dubai. 

A smaller, reassembled 
smelter nearby is expected 
to see 33.000 tonnes output 
this year, with plans to 
increase to 120500 tonnes. 

"The Gulf states are sold 
on the idea of aluminium. 
They carry the risks and 
they get the rewards,” says 
Julian Kettle, aluminium 
specialist at UK mining con- 
sultancy Brook Hunt Prices 
have remained around the 
$1,600 per tonne mark, pro- 
viding a reasonable profit 
margin based on production 
costs of $1,000 per tonne plus 
expenses. 

Vital to this success has 
been access and proximity to 
the Asian markets. But 
expansion of output will be 


'Fabulous time’ ahead 


Continued from Page 1 
Another potentially serious 
consequence of the Soviet 
Union saga has also been 
removed this year. 

An investigation into 
whether aluminium produc- 
ers violated US anti-trust 
law when, faced with a flood 
of Russian exports, they 
made production cuts in 1994 
was officially closed by the 
US Justice Department, 
which is taking no action. 

Producers made cuts after 
an unprecedented 
“memorandum of 
understanding” was signed 
by trade delegates from 
Australia, Canada, the 
European Union, Norway 
and Russia, as well as the 
US, in Brussels in February 
1994. 

The trade delegates 


concluded that, if the 
industry was to absorb 
Russian production into a 
global system, the industry 
needed to cut primary 
output by about L5m tonnes 
a year until the market had 
been brought back into 
balance. 

Russia agreed to cut 
output by 500,000 tonnes a 

year and western companies 
were left to make their own 
decisions. They made cuts 
totalling nearly lm tonnes a 
year. 

This determined action by 
the big producers caused the 
anti-trust complaint to be 
lodged in the US even 
though the US Justice 
Department was Involved in 
the trade talks. 

The immediate outlook for 
the industry depends heavily 
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on this idled capacity and, 
specifically, when it will be 
brought back into operation. 
Analysts estimate it totals 
about 925,000 tonnes, 
including 450,000 tonnes 
owned by Alcoa (Aluminium 
Company of America); 
209,000 tonnes owned by 
Reynolds and 133,000 tonnes 
owned by Pechiney of 
France. 

Pechiney, Hydro 
Aluminium of Norway and 
Alcan have announced they 
will restart some capacity in 
the near future. Analysts 
insist the rest will be needed 
over the next two years. 

Some suggest there mi gh t 
even be a shortage of 
production capacity at the 
turn of the century which 
would push al uminium 
prices up sharply- 

Not all the big producers 
subscribe to this theory but 
all are being extremely 
cautious about expanding 
capacity - a new smelter 
costs well in excess of $lbn_ 

As Mr Bougie points out. 
the ti ming of any move is 
very important, for 
individual producers and the 
industry as a whole. 

"We will proceed very 
cautiously. The last thing we 
want to do in a cyclical 
industry is to commit to 
large investments and find 
the market collapsing.” 


determined by the Gulf pro- 
ducers’ ability to expand 
their still relatively small 
market share. Japan, for 
example, only Imports 7 per 
cent of its primary alumin- 
i um from the Gulf states, the 
bulk of its imports remain- 
ing dominated by Australia, 
the US and the former Soviet 
Union. 

The Gulf states' access to 
reliable energy supplies, 
either through the gas grid 
or on-site turbines, lies at 
the heart of its advantage 
over domestic producers in 
Japan. Total Japanese 
domestic production in 1997 
is expected to be a mere 

19.000 tonnes, as against con- 
sumption of 25m tonnes this 
year. Even so, the Japanese 
market is now maturing, 
encouraging the Gulf suppli- 
ers to look to China and 
India. 

Chinese consumption has 
increased annually by 13 per 
cent since 1986, compared 
with 2.5 per cent in OECD 
countries, and was 2m 
tonnes in 1997, making it the 
second largest consumer 
after Japan. The rate of 
growth is expected to settle 
at between 6 per cent and 7 
per cent over the next three 
years. India, the fourth larg- 
est consumer in Asia at 

648.000 tonnes in 1997. will 
produce 555,000 tonnes this 
year.' 

The Gulf states’ compara- 
tive advantage is highlighted 
by the Chinese experience. 
Of China’s 140 smelters, 20 
produce 104,000 tonnes, the 
remaining, much smaller 
operators reaching a total of 
1.9m tonnes in 1997. But 
energy costs have hindered 
the industry's competitive- 
ness, Chinese smelters 
linked to the grid pay $30-$35 
per megawatt hour for 
power, compared to an aver- 
age $20 pear megawatt hour 
in the West India's smelters, 
fed by vast amounts of low- 
quality coal, also face an 
uphill struggle against tho se 
of file Gulf. 

With up to 70 per cent of 


Gulf aluminium now sold . in 
these and south-east Aston 
markets, the majority state- 
owned suppliers of the Gulf 
have used their political 
clout to tailor their export 
infrastructure to the needs 
of the market 

"Dubai has superb port 
facilities. The container 
ships coming in would he 
leaving empty so we fill 
them up with metal, 
whereas mast of my competi- 
tors have to ship in bulk," 
says Ian Rugeroni, chief 
executive of Dubai. “We ship 
direct to the customer in 
loads of 20,000-30,000 tonnes, 
and can practically talk In 
terms of just in time compet- 
itiveness.” 

Gas prices are negotiable 
throughout the region but, 
with both the energy and 
aluminium sectors in state 
hands, the access to regular, 
low-cost energy is the main- 
stay of the industry. 

Further success depends 
on the ability of the Asian 
markets to emerge 
unscathed from economic 
crisis. Thailand, Indonesia 
and Malaysia - the sixth, 
eighth and 14th biggest con- 
sumers in the region respec- 
tively - are expected to see a 
20-30 per cent drop in alu- 
minium consumption in the 
coming 22 months. 

Aocording to John Martin, 
research analyst for alumin- 
ium and metals at UK con- 
sultants CRU International, 
Japanese consumption is 
likely to fall by 4 per cent 
before an upswing at the end 
of 1997. 

But the Gulf producers 
have been able to expand . 
output of high, quality prod- 
ucts. achieving up to 99 9 2 
per cent purity, to mitigate 
against fite predicted dreg) in 
demand and maintain mar- 
gins. 

“The main reason for the . 
success is that the funda- 
mentals are sound and the 
return to shareholders was \ 
excellent - we make a bundle 
of money," say» Mr Huge- 
roni. 
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Taking off in new directions 


New designs of 
high-speed femes 
represent a 
breakthrough for 
the metal 

The-; qualities which, have 
made al umini um the metal 
of choice for aircraft manu- 
facturers for much of tMw 
century are now. being given 
growing attention in other 
transport sectors. 

. Rising fuel prices and the 
need to reduce vehicle 
weights have already given 
aluminium an important 
position in the vehicle mar- 
ket. As speed becomes a 
more important selling fac- 
for in the rail and shipping 
sectors so it becomes possi- 
ble to Justify the extra costs 
: Involved and the metal is 
finding expanding uses in 
these areas too. 

The most dramatic break- 
through for aluminium h^ s 
occurred as a result of the 


rising popularity of 
high-speed ferries, built to 
both catamaran and mono- 
hull rietrigw 

Improved motorway links 
and the replacement of some 
ferry links with fixed cross- 
ings - including the Channel 
tunnel and bridge-tunnels 
linking the Danish Islands 
and Sweden - bave raised 
travellers' expectations of 
journey times. Motorists are 
no longer prepared to accept 
the lengthy water crossings 
required by conventional fer- 
ries. 

Until the emergence of fast 
ferries, al uminium had tradi- 
tionally been restricted to 
small workboats, patrol 
boats and some high perfor- 
mance yachts. 

Interest in high-speed Ter- 
ries, capable of up to 35 
knots emerged in the mid- 
1970s in Australia and Scan- 
dinavia. These vessels were 
typically capable of carrying 
between 200 and 400 passen- 
gers. 


Aluminium's ability to 
withstand corrosion makes 
it well suited to maritime 
use. But these ferries bave 
posed a design challenge for 
the engineering profession. 
High-speed travel through 
choppy seas places an enor- 
mous strain on tbe structure 
of these vessels and there 
ore concerns about their 
fatigue resistance over the 
longer term. 

Despite these worries, 
their early performance has 
been good enough to encour- 
age designers to build even 
larger vessels. The Austra- 
lian-built Hoverspeed Great 
Britain, which came into ser- 
vice in 1S9Q. can carry 100 
cars and 600 passengers, 
while even larger larger ves- 
sels, such as the Stena Dis- 
covery operated by the Stena 
Line, can carry 375 cars and 
1 .500 passengers at speeds of 
up to 50 knots. 

High-speed cargo ships 
have yet to make their 
appearance although an 


early experiment with the 
use of aluminium In a con- 
ventional merchant ship pro- 
duced the AJtuninia. a 1.100 
dwt product tanker, built In 
Germany in 1960. Research 
is under way in Australia 
and Japan into high-speed 
vessels which could be used 
for moving high value, time- 
sensitive Items, probably in 
containers. 

In the rail sector, the use 
of aluminium was for a long 
time restricted by the diffi- 
culty in producing tbe very- 
large, complex extrusions 
required for train bodies. It 
was the Swiss investment in 
bigger presses and more 
complex dies which led to a 
breakthrough in this area. 

Aluminium's lightness is 
important in tbe design of 
high-speed trains but is 
equally necessary on slower 
commuter rolling stock 
where fast acceleration and 
braking are required to meet 
timetables. 

The incompatible signal- 


ling and power systems of 
the European railways mean 
locomotives must frequently 
carry equipment to cope 
with several different tech- 
nologies. This puts a pre- 
mium on reducing the 
weight of equipment where 
possible. 

Al umi nium is well estab- 
lished in the automotive 
field with the amount of the 
metal used in North Ameri- 
can passenger vehicles tri- 
pling from an average of STlb 
per car to 2521b over the past 
20 years. Reynolds Metals, 
tbe third-largest north Amer- 
ican aluminium group, fore- 
casts a further rise to 4101b 
by 2006 as manufacturers 
attempt to meet official envi- 
ronmental standards and 
customer demand for cars 
which are cheaper to run. 

Reynolds calculates that 
for every 10 per cent reduc- 
tion in tbe weight of a road 
vehicle there is a 7 per cent 
increase in fuel economy 
and a 10 per cent reduction 



Audi's A12 concept car la Bkdy to be the pr ototype for a 
high- volume, aU-atummium, small and economical car 


in emissions. Reducing the 
weight of one component in ' 
a car means that the weight 
of linked assemblies can also 
be reduced. A lighter engine 
block, for example, can be 
supported by a lighter 
engine cradle. 

The fUel savings possible 
over tbe lifetime of such a 
lighter car have been calcu- 
lated at between 500 and 700 
gallons, a saving of SS00 at 
current US fuel prices and 


double or triple that figure 
in Europe and Japan. 

The thermal conductivity 
of aluminium makes it par- 
ticularly appropriate in radi- 
ators, oil coolers and air con- 
ditioning systems while its 
corrosion-resistance quali- 
ties make it ideal for bum- 
pers and other body parts. 

Al uminium , it is said, 
made tbe modem aircraft 
industry possible and it cur- 
rently accounts for nearly 70 


per cent of the materials 
used to make airframes. The 
metal replaced wood and 
steel, used extensively in air- 
craft manufacture in the 
early 1900s, and the first all- 
aluminium aircraft was built 
in the 1920s. 

The Airbus A3XX due to 
enter service in 2003, is 
expected to have a total 
maximum take-off weight of 
530 tonnes. Of this 140 
tonnes will comprise alumin- 
ium alloy structures with 
about 35 tonnes of carbon 
fibre reinforced plastics, 15 
tonnes of titanium and 13 
tonnes of high strength 
steel. 

Al uminium 's corrosing-re- 
sis trance means that aircraft 
do not need to be painted, 
saving several hundred 
pounds in weight 

Aluminium has made 
progress in the transport 
sector but this does not 
mean that the manufactur- 
ers of competing materials 
will let it have its own way. 
Other light-weight materials, 
such as titanium, are also 
finding increased uses in air- 
craft while the steel and cop- 
per industries are fighting 
back in the vehicle sector. 


PACKAGING • by Ke nneth Gooding 


Soft drinks switch to PET leaves industry struggling 


Aluminium is 
under attack in its 
biggest packaging 
sector - the drinks 
industry 

Put 50 cents into any of the 
vending machines at the 
World of Coca-Cola in 
Atlanta - housing “the 
world's largest collection of 
Coca-Cola memorabilia" - 
and the soft drink is deliv- 
ered in a plastic bottle. A 
year ago the Coke would 
have been in an al uminium 
can. 

Th e switch from to 
PET (polyethylene terphthal- 
ate) for soft drinks in the US 
has been so swift and bruis- 
ing that the aluminium 
industry is still struggling to 
comB to terms with it 

Aluminium's lightnBSB and 
flexibility combined with 
strength, its foldability, good 
barrier characteristics, non- 
reactivity in contact with 
liquids, fats and oils as well 
as its abundance and recy- 


clability. all make it a formi- 
dable packaging material. 
Innovative design and effec- 
tive marketing have enabled 
It to take share in virtually 
every type of packaging, in 
spite of its relatively high 
price, and growth is continu- 
ing In many areas. 

Cans represent one of alu- 
minium's most important 
markets, accounting for 20 
per cent of global demand- 
cans in the US alone 
account for 10 per cent of 
worldwide sales of the metal. 
Now this market is under 
threat not only from PET in 
the soft drinks business, but 
also because glass bottles 
are back in flavour as beer 
containers. 

In the US the development 
of micro breweries and the 
perception that “premium" 
beer should be served in 
glass bottles is having a 
noticeable impact. Glass' 
share of the beer package 
market in the States moved 
up from 353 per cent in 1994 
to 38.6 per cent last year 
while cans slipped from 643 


to 61.4 per cent. 

"Our market research 
shows that people think 
glass is classy and that beer 
tastes better in glass." says 
Norman Nieder. group direc- 
tor, packaging technology 
group at Ansbeuser-Busch. 
the brewing giant “A can Is 
a can. It Is always the same." 

Robert Budway, president 
of the US Can Manufactur- 
ers' Institute acknowledged 
the advances glass is making 
in the beer business but 
insists that the main threat 
to the aluminium can is 
posed by PET bottles in the 
“single serve" soft drinks 
market, primarily in 
vending. “In the US this is a 
market of 15bn to 18bn units 
and 80 per cent of all new 
vending business is going to 
PET," he warns. 

In 1991 aluminium cans 
accounted for 55 per emit of 
US soft drinks packages 
while PET bottles had 34 per 
cent Last year the two were 
neck and neck at 50 and 47 
per cent respectively. While 
the industry hod some time 



Kg per annum 
10 3"* — ■ 

por annum 


e — 

• . 


per annum 


Hekiekan's award-winning 
shaped can looks and feels like 
a beer glass 

to adjust to the PET threat 
in North America, it has 
been startled by the way the 
aluminium can's progress in 
Europe has suddenly stalled. 

Until 1995 demand for alu- 
minium cans in Europe was 
growing at 9 per cent a year 
but since then it has levelled 
off, not only because of tbe 
growth in PET bottles but 
also because the steel indus- 
try. not wanting to see the 
beverage can market go the 


same way as in the US - 
where al uminium had nearly 
100 per cent of the market - 
had fought back spiritedly. 

Nick Mason, research 
manager of the aluminium 
group at the CRU Interna- 
tional consultancy, says: 
"Until very recently we 
thought there was scope for 
the can to penetrate the 
European beverage packag- 
ing mix a little further, even 
though we recognised the 


looming threat of PET. But 
we estimate that, after three 
years of steady gains, the 
share of the packaged beer 
and soft drinks market taken 
by cans fell very slightly in 
1996 to just more than 15 per 
cent." 

He points out that it is 
rare for a product to remain 
at the top for more than 10 
years and that in the US and 
Europe “we appear to be at, 
or close to. the final satura- 
tion phase in the life cycle of 
the can, although I do not 
believe that precipitate 
decline is inevitable". 

Another worry for alumin- 
ium producers is that the 
drinks companies, ha ving 
quickly transferred the PET 
technology to Europe from 
the States, might do the 
same in emerging markets, 
such as those in Latin Amer- 
ica, on which the aluminium 
industry is heavily relying 
for future growth in the can 
business. 

In soft drinks, for example, 
two US companies dominate 
the global business. Coca- 


Cola. with 47 per cent, and 
Pepsi with 22.3 per cent. 
“One lesson from Europe is 
that there is a risk, across a 
whole range of developments 
in packaging, of a leap to 
PET," says Mr Mason. 
“Packaging has become a 
crucial element of brand 
identity. Over a relatively 
short period container and 
material combinations that 
offer proprietary distinctive- 
ness have acquired tremen- 
dous competitive advan- 
tages. 

“So far the pace has been 
set by PET bottles.” 

Nevertheless, the can 
remains an excellent con- 
tainer offering, far example, 
a 30 per cent cost advantage 
over glass bottles at the fill- 
ing stage and, at present, 
competitiveness with PET in 
the “single serve" container 
filled in high volumes. 

Mr Mason suggests that a 
“two tier market” might 
emerge, consisting of a high 
throughput segment in 
which system economics 
still dominate - and in 


which c ans retain many 
advantages - while the other 
would be the premium part 
of the market, “in which the 
package, as much as the con- 
tents, may determine the 
value of the product to the 
brand manager". 

Ansheuser-Busch's Mr 
Nieder implies that brewers 
are still attempting to find a 
way to win customers by 
using cans. 

“Cans are much more prof- 
itable to us than glass bot- 
tles,” he points out. 

His group is experiment- 
ing with embossed cans, 
cans with labels using 10 col- 
ours, cans with photographs 
on them, cans that change 
colour to show whether they 
are cold or warm, cans with 
“touch-ofT' tops instead of 
ring pulls and shaped nans. 

However, the plastics pro- 
ducers are now developing 
bottles made of polyethylene 
natphtbalate (PEN) capable 
of holding beer, so the plas- 
tics threat to the aluminium 
industry could become even 
more serious. 
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HYDRO 


Where 
do you want 
your company 
to be by the 
year 2007? 


Your success in the coming years 
depends on the decisions you make 
today. Thai is why you should con- 
sider entering into long-term strategic 
r elationsh ips with us - as we have 
already taken significant steps to help 
you achieve your future success: 

Over the years, we bave increased 
our production capacity of ahumniuni 
in order to be able :•> olar you : 
uibuartial v olume of our casthouse 
products, despite an increasing metal 
deficit in Europe. 

VPfe have developed a multisourring 
metal supply system so that we can 
supply you with products from various 
locations, thereby ensuring yo:i reliable 
deliveries. 

The energy supplies we require for 
our production are guaranteed, most 
of die energy being hydroelectric 
power generated in Hydro's own power 
stations. This makes us a supplier yen 
can rci*. on in the (inure. 

Hydro's metal plants were the first in 
the world to be awarded the official 
Environment Certificate in accordance 
with the British Standard BS 7750. Due 
CO our iioens o:r the environment, our 
metal plants are today among the most 
environment conscious and energy 
efficient in the world - an increasingly 

important success factor for us all 

Interested? Please contact: 

Hydro Aluminium Meta] Products 
Dram men sveien 264 
RO.fioxSO 
N-1321 Stabekk 


TeL: +47 22 73 81 00 
Fax: +47 22 73 97 35 
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4 ALUMINIUM Demand 


CON&mUCnON • by Michael Peel 


Squeezed out of mature markets 


Aluminium must 
find new uses to 
reverse its decline 
as a building 
material 


Graphs showing a 
continuous 35-year growth in 
western European demand 
for al uminiu m from the con- 
struction industry flatter the 
metal producers. 

A chart depicting the 
steady decline in the per* 
ceutage growth rate over the 
period reflects more accu- 
rately the way al uminium 
has been squeezed out of one 
of its mature markets by 
competition from alternative 
buOding materials. 

Faced with the shrinkage 
in demand, in industrialised 
countries from construction 
sectors which traditionally 
use aluminium, producers 
have been searching for 
alternative markets for the 
world’s most abundant 

In 1980, building con- 
struction accounted for 28 
per cent of total aluminium 


demand m the US. Japan 
and Europe. In 1995, it 
accounted far less than one 
fifth of consumption. “The 
building and construction 
sector has declined over 
recent years,” says David 
Humphreys, chief economist 
for Rio Tinto. 

“That partly reflects the 
growth of transport and 
packaging but it is also 
because there has been 
intense competition from 
other mafariwig in the sec- 
tor." 

For cladding, roofing, win- 
dow and door frames, alu- 
minium’s market share has 
been eroded by cheaper 
optima, such as wood, steel 
and plastics. 

Producers have responded 
by searching for new uses 
which exploit aluminium’s 
Tnatn advantages over these 
materials, namely its light- 
ness and durability. 

For instance, specially 
toughened aluminium alloys 
are finding- favour with the 
offshore industry and a new 
self-propelled elevator, used 
during renovation of the Eif- 
fel Tower, the Arc de 


Triomphe and the Statue of 
Liberty, relies on lightweight 
aluminium rampnnentR . 

The system has been 
developed for residential and 
commercial buildings of up 
to seven floors, which 
account for well in excess of 
half of the annual European 
construction industry's alu- 
minium ram gu m ption of 1 Am 
tonnes. 

In the US, the industry has 
been encouraged by recent 
technological Improvements 
which have raised the pros- 
pect that large aluminium 
bridges could be con- 
structed. 

Traditionally! bridges 
which carry vehicles have 
been made from concrete, 
steel or wood. Aluminium is 

man y times lighter than the 

first two and many times 
stronger than the last. 

Jerry Sheehan, chairman 
of Reynolds Metals, says 
that more than 180,000 
bridges across the US 
defined as “ stru c tu r a lly defi- 
cient” or “functionally obso- 
lete" by the Federal High- 
way Administration could be 
saved by aluminium. 


This market is potentially 
substantial - Reynolds esti- 
mates that if aluminium 
were used in all these pro- 
jects an extra 500,000 tonnes 
of the metal would be 
required. 

Not surprisingly, the 
industry is assiduously pro- 
moting the qualities of alu- 
minium as a hririga-h nilriing 
material. 

In June, Bernard Legrand, 
chairman of the European 
Aluminium Association, 
pointed to the corrosion 
resistance of aluminium, 
adding that the metal's light 
weight mwiris that pre-fahri- 
cated parts can easily be 
shipped over l o n g dista nces 
to construction projects in 
remote areas. 

Ia September, IvarHafeett, 
president of Hydro Alumin- 
ium Extrusion, which is part 
of Norsk Hydro of Norway, 
said; “There are advantages 
ia maintenance bat, most 
importantly, these bridges 
can be pre-fabricated, mean- 
ing that local traffic is not 
disrupted during installa- 
tion.” 

But others involved with 


the industry want to see 
more evidence before they 
are convinced that this sec- 
tor can kick-start demand 
for aluminium in construc- 
tion. “in the last couple of 
years there has been a lot of 
talk about it,” says Adam 
Rowley, a metals analyst at 
Macquarie Bank Group. 

“We had these forecasts 
put out but I don’t t hink 
dime has been much devel- 
opment in actual use.” 

The industry has made . 
more headway -in countries 
in south-east Asia which are 
just beginning to industrial- 
ise. Mr Rowley says: “In the 
developing world it's a dif- 
ferent story because you 
have a huge demand for new 
housin g and, in some coun- 
tries, there- has been huge 
investment in skyscrapers 
and residential buildings.” 

Ri my ipso, demand far alu- 
minium in Asia (excluding 
Japan) ba« risen annually by 
an average of 7.1 per cent, 
compared with a growth rate 
of 2.7 per cent tor the west- 
ern world. 

In 1996. Aslan countries 
accounted for nearly 16 per 
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cent of global aluminium 
demand, compared with 1.7 
per cent In 19£L 
Much of this growth has 
b»«»n due to an increa se in 
the number of infrastructure 
and private building pro- 
jects. Construction accounts 
for about a quarter of alu- 


minium consumption in 
Thailand, Malaysia and 
Indo nesia. 

But the upward trend has 
broken by recent cur- 
rency crises in these coun- 
tries. Juhen Garran, a senior 
consultant at CEO interna- 
tional, a private consultancy. 


forecasts? that 
demand in the regmnwlll 
suffer a double djgU percent- 
age drop * Am final quarter 

of this yarn 

He predicts a fell of 3° P 6 ^ 
cent in Thailand, the worst 
affected area. “The [cur- 
rency] deprecations were 
accompanied by a sudden 
shift up in interest rates, a 

cut back in government 
spending Plans and . m a 
numb er of places, a drop m 
real estate values,” he says. 

-private construction has 

dropped off completely m 
the fourth quarter of this 

year and we understand that 

a number ctf key infrastruc- 
ture projects have been post- 
poned.” : „ . 

Mr Garran estimates 
demand will begin to pick up 
again in 1S99- *8 tfcfokS 

tie market is nearing matu- 
rity and that the ..rapid 
growth of the last few years 
is unlikely to be repeated. 
“We are seeing a shift to a 
more moderate growth rate, 
albeit better than in the 
developed world,” he says. 

In that event, aluminium 
producers would have to 
renew the search ter new 
markets. Otherwise, the 
metal might forfeit its long- 
held status as a staple mate- 
rial of the construction 
industry. 


CHINA • by James Harding in Shanghai 


Conspicuous by its absence in the past few months 

A W A _ . _ J nrtAAlarfltfl Tofimn of 


There is a 
frustrating variety 
of factors which 
determine the 
scale of buying 


Given its sway in the 
international metals indus- 
try, China has been conspic- 
uous by its absence from the 
aluminium markets in the 
past few months. 

Nevertheless, while Chi- 
nese orders have dried up as 
domestic stocks have swol- 
len after heavy buying last 
year and in the first half of 
2997, few traders doubt that 
China will be back. 

What remains less clear is 
the extent of China’s appe- 
tite for foreign aluminium, 
not to mention the timing 
and erratic pattern of Chi- 
nese buying. 

The factors that will define 
the scale of Chinese buying, 
remain frustratingly vari- 


able. “There is no clear 
methodology in China’s buy- 
ing of aluminium.” says one 
Hong Kong-based analyst. 
“China will become more 
predictable as its economy 
becomes more highly indus- 
trialised, but we could be 
talking a period of 10 to 


There is some demand in 
China from international 
suppliers of aluminium in 
the form of foreign or Sino- 
foreign j oint venture manu- 
facturing industries that 
have production facilities in 
China and which rely on raw 
matenak of an mtpmal-innal 

standard. 

According to the analyst 
in Hong Kong, such buyers 
of aluminium are “easier to 
track” hut they only make 
up a part of the Chinese 
market, the rest of which is 
dominated by state-owned 
industries. The state compa- 
nies switch between 
imported motai and alumin- 


ium provided by local smelt- 
ers, depending on move- 
ments in price and changes 
in government policy. 

Government intervention 
ran affipct the market in dra- 
matic ways. When prices 
soared in 1995, Chinese 
authorities encouraged 
many canners to shift pro- 
duction away from alumin- 
ium and into steel. 

With China’s car market 
stalled by the imposition of a 
tight credit policy since 1994* 
aluminium smelters and car- 
makers alike are yet to see 
the soaring growth in 
lipmanri for cars that has 
underwritten expanded pro- 
duction capacity. The levels 
of aluminium use in car pro- 
duction in China remain 
comparatively low. 

According to Beijing 
Antaike Information, the 
subsidiary of the China 
National Non-Ferrous Metals 
Corporation that manages 
Information about the 


national supply and demand 
for metals, China’s consump- 
tion of aluminium remains 
“stable". By this, officials 
mean that “aluminium 
demand remains at the same 
level as last year.” They say 
that there has been a small 
incr ease in demand from 
packaging, vehicle, refrigera- 
tor and can producers, but 
this has been offset by a fell 
in demand from the con- 
struction industry, the larg- 
est consumer of aluminium 
in rfatna as in vua tn u mt in 
real estate hq s decline d. 

Regardless of the offiHai 
forecasts, analysts' estimates 
of rhinnae imports continue 
to vary. Earlier this month, 
Robin Bahr, head of research 
at Brandeis. the broking 
firm on the London Metal 
Krahang e, fold Reuters that 
“China does have a basic 
need for a minimum of 

100.000 tnnngg a year to sat- 
isfy domestic demand anti 
whether they import two or 


three times that level 
depends on the macro-eco- 
nomic picture and the credit 
policy.” 

Philippe Thaure, president 
of Alumax International, 
told an aluminium confer- 
ence hosted by the FT and 
the CRU International con- 
sultancy this summer that 
China would TH? ftd tO import 

200,000 to 800,000 tonnes of 
aluminium to meet demand 
this year. He forecast that 
imports could rise to 
between 500,000 and lm 
tonnes over the coming 
years, depending on expan- 
sion of domestic production 
capacity. 

A specialist in the metals 
markets of southern 
who declined to give his 
name or company said he 
expects annual rfpmanri Will 
be 450,000 to 500,000 tonnes 
this year. 

Forecasts for Chinese buy- 
ing Hang an expectations of 
the growth of China's output 


capacity and its ambitions to 
earn a reputation not as an 
i m por t er of the metal, but as 
an exporter. 

In the first eight months of 
this year, domestic alumin- 
ium production rose by LL6 
per cent compared with 1996, 
to a total of l-26m tonnes, 
according to Beijing Antaike 
Information. Officials say 
that the “increase of domes- 
tic output has fully offset tee 
drop in imports". 

Chinese smelters have 
been kppn to exploit the dif- 
ferential between domestic 
and international prices. 
Customs statistics show 
exports of al uminium and 
aluminium alloys were up 
145.5 per cent to 136,500 
tonnes in the first eight 
months of 1997. 

Officials see farther “huge 
potential in the export mar- 
ket", adding that “Japan and 
Korea win be the mam tar- 
gets far China’s aluminium 
producers, attracted by 


higher prices and conve- 
nience of transport.” 

g yp nr ts were given a fur- 
ther lift at tee beginning of 
few month with the cancel- 
lation at a 20 per cent tariff 
on exports of aluminium 
products. 

However, some analysts 
remain sceptical about Chi- 
na’s prospects as an 
exporter. First, same predict 
teat if tee Chinese economy 
lives up to forecasts 

of 9.5 per cent growth this 
year and 8 per cent annual 
growth until 2000, then pro- 
duction from domestic smelt- 
ers win he consumed by 
domestic users. Second, 
while some aluminium pro- 
ducers in fihinfl measure up 
to international standards, 
many are small-scale smelt- 
ers mating metal of variable 
quality unfit for export And 
third, questions bang over 
the prospects of China 's 
national aluminium produc- 
ers since Beffing has pledged 


to accelerate reform of state* 
owned enterprises. 

The restructuring in tee. 
state sector should improve 
tee efficiency of government 
controlled smelters but in 
tee process small and medi- 
um- sized producers are 
likely to be forced into bank- 
ruptcy or merges, having a 
depressing effect on produc- 
tion in tee short term. 

Over tee next few months, 
China’s demand for -alumin- 
ium wiB hinge on the size of 
its stocks. At tee beginning 
of 1997, analysts estimated 
that a spate of imparts and a 
slackening in usage liad 
driven the stockpile up to 

700,000 tonnes. 

With a substantial reserve 
of aluminium still remain- 
ing, rising domestic produc- 
tion and jaices on domestic 
markets well below the.LME . 
price for the metal, analysts 
expect that China’s return to 
buying form will depend pri- 
marily an price. 








vaw 

aluminium 

AG 



{$) 


Trans- World Group 


Investing 


Performing .... 

Succeeding .... 


Globally 


m 


Aluminium 


Chromate Pre-Treatment and Polyester 
Powder Coating of Aluminium Extrusions 


POLYESTER POWDER 
COATING TO BS6496 
AND QUALICOAT 


QUALITY ASSURED 
WITH 


ALUMINIUM EXTRUSIONS 
UP TO 7 METRES IN 
LENGTH COATED 



THERMAL BREAK 
FACILITY FOR . 
ALUMINIUM 

extousiqn 

NATIONWIDE AND 

EUROPEAN 

DELIVERY 


INTERNATIONAL 
INTERPON D25 
APPROVED APPLICATORS 




SERVICE 

THE STANDARD FOR EUROPE 

• export enquiries 
welcome . 

III 

BARLEY CHALU LTD 

’ ’’ --.riT . 

mi 

AYTON ROAD, WYMONDHAM 


flf 

< 

NORFOLK NR180QH, ENGLAND 

TEL- 01953 602771 FAX: 01953 606631 



HSfinsuB 





- 





Dutch irt 
^ttie to 
0 pgifcy 

food »' ' J 


-VS**# 


■ —.**4-* 

: : •• - -* '***- 


t gtets*! ** 




- ■ ... . !.• *** 
? 


;; •* 

3»«P 


V - ••t : * »•****• 


-.:.c ;•.***•.> 


' i* • 


\ '• V: ‘ 

. . ••• ■'■**»- 
.. 






Gr— kr ntcur? ftf 


V?.-* - • ' : 

•• * ;, J 

Sc Wf ^ UK r*UN 








